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We Must Expend Material or Lives 


GREATER PRODUCTION NECESSARY 
By Lieut. Gen. BREHON SOMERVELL, Commanding General, Army Service Forces 
Delivered before the National Association of Manufacturers, New York City, December 6, 1944 


HIS is the most important speech I have ever made. 

Upon me at this moment rests the responsibility for 

how long this war will last; perhaps the fate of mil- 
lions of men—their very lives. 

Unless | can somehow pass this responsibility on to you, 
who represent such a large block of industry, and on to 
several hundred thousand American workers, I shall have 
failed those men; failed them at a time they most needed 
my support. 

Worse than that, if I fail today to get this situation across 
to you and these workers, I shall have failed all America— 
the 12,000,000 in the armed forces, and the ten times that 
number on the home front. 

That is the reason for my earnestness today; that is why 
I believe this is the most important speech I have ever made. 

This nation has committed its troops to fighting the war 
in one specific fashion—with an overwhelming superiority 
of matériel. 

We are a productive and resourceful people. Knowing 
our power to produce, we sent our men into war with this 
promise: You shall have an overpowering weight of every- 
thing it takes to win. 

You shall have this weight because time and thus lives 
will be saved. 

You shall have this weight because we would rather fire 
a ton of munitions than lose a single American soldier. 

We, a productive people, elected to fight the war by that 
method. So far we have made good on that promise; our 
tactics, our strategy, our victories have been shaped by it. 


THis War LIKE A BALANCE 


I have.come here today to examine the current situation 
with you so that we may all see what it takes to live up to 
our part of the plan and to continue to make good the prom- 
ise we made our men in uniform. 

Now this war is like a giant balance. Onto one side of 
the scales the enemy throws the weight of his men and his 


matériel. Imagine with me that the indicator at the top of 
the balance points to the time on the calendar. 

If you will look at the balance on Dec. 7, 1941—the day of 
Pearl Harbor—you will see us very badly outweighed indeed. 

Much of our fleet was out of action, most of our present 
Army was still in civilian clothes. We possessed exactly 
1,157 airplanes suitable for combat and almost exactly the 
same number of usable tanks. 

Then and there we set about to change the balance—to 
put the weight of men, and particularly of matériel, on our 
side. 

I should like to tell you a little about the cost of not hav- 
ing the weight of matériel—what happens if the scales are 
against you for a long period. 

The Russians had men but lacked matériel, lacked the 
sheer weight of arms. According to a report a few months 
after the turn came at Stalingrad, from June 22, 1941, 
when Hitler marched against Russia until June of 1943, 
the Russians paid for their lack of matériel with 4,200,000 
killed and missing. 

That was an appalling price. It’s more than half of our 
whole Army. It would be nearly fatal to us. 

Fortunately, we have not had to sacrifice our manpower 
while we were building our strength in matériel. Thanks 
to an almost incredible job of production by American in- 
dustry, you made fighting matériel as fast as we could get 
fighting men ready to use it, and as fast as you could build 
ships to carry the men and matériel to the fighting fronts. 
When our troops met the enemy they were equipped to 
fight the war on our terms. 

Let’s take a good look at that kind of war: 

It’s on wheels! It’s mechanized! It’s in the air! It’s on 
the ocean! And everywhere it’s in overwhelming strength. 


MAGNIFICENT But Not ENouGH 


Since it started you have made 1,800,000 trucks, 68,000 
tanks, 2,800,000 big and medium guns, 15,000,000 machine 
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guns and rifles, 43,000,000,000 rounds of ammunition, 43,- 
400,000 bombs, 196,000,000 uniforms, 98,000,000 pairs of 
shoes of all kinds, 187,000 planes. 

Based on any experience any country had ever had in any 
war, these and the thousands of other things you alse made 
represent a magnificent achievement. 

In the opinion of many, they should have been enough, 
but they are not enough for this war. 

General Eisenhower’s forces, General MacArthur’s forces, 
General Richardson’s forces, General McNarney’s forces 
are using some parts of the reserves we were able to build 
up, before the fighting reached its present intensity, faster 
than we can replace them. 

Where, by reason of the superior mobility which our 
mechanization has given them, they have been able to dis- 
cover the enemy’s softest spots, and where they have been 
able to hurl more tons against the enemy they have been able 
to hurt him worst, advance our cause most and save more 
of our own men’s lives. 

Proof that our kind of war pays off lies in the men who 
will come home again as well as in the ground won. At 
Aachen, for instance, we were able, with the help of a very 
great concentration of fire from 105-mm. howitzers and air 
bombing, to capture the town at a relatively low cost in men. 

Let me explain what I mean. As our troops moved for- 
ward, the town was divided into areas. Each area just ahead 
of the troops was smothered with shellfire to keep the Nazis 
pinned to whatever shelter they could find. With the lifting 
of that fire to another sector our infantry moved forward to 
kill or capture the Nazis as they crawled out of their shelters. 

We saved manpower by taking the town that way. We 
did not save artillery shells. We didn’t try to. 

At Aachen alone we fired 300,000 rounds of 105’s. 


SAME TActTics IN PACIFIC 


And the same general tactics are working in the Pacific. 
To date the Japs have lost over 277,000 men to our 21,000. 
One American soldier and his tons of supporting matériel to 
thirteen Jap soldiers. 

Today, both in Europe and in the Pacific, we are fighting 
with millions of men in the combat lines instead of the 
hundreds of thousands of last year and the year before. 

There will be many Aachens ahead of us on both fronts; 
spots where we will throw everything America has at a 
groggy enemy, never letting him rest, never letting him get 
his head up day or night; throwing fresh men with fresh 
matériel at him from the front while the air forces batter 
his supply lines and factories in the rear. 

Until we are heavy enough on our side of the balance to 
fight such battles with all armies on all fronts, we aren’t 
ready to call the war “in the bag.” 

This is the way, remember, America elected to fight this 
war. Our generals and our GI’s are carrying out the strat- 
egy America set for them, and they are doing it magnifi- 
cently. 

In short, industry, labor, the WPB, the WMC and the 
Army Service Forces are on the spot. We, at home, are 
squarely up against the question of whether American pro- 
ductive capacity can deliver the increased quantity of goods 
to fight the kind of war America has elected to fight, can 
deliver these goods wherever they are needed, whenever they 
are needed, and in whatever quantities may be needed. When 
you compare the weight we swing today with what we 
could muster three years ago today, the balance is undeniably 
shifting. 

Had we been able, however, to have reached today’s 
weight on Dec. 6, 1943, we might be celebrating total victory 
now. Great as is our capacity, it was beyond our ability to 
do that. 


Instead, we are just now coming against the full might 
of the concentrated weight which a desperate Germany and 
an even more desperate Japan can use to pit against us. 

I will give you a few figures for comparison between our 
strength in 1942 and in 1944. But don’t forget that Ger- 
many with its undeniable fiendish skill and efficiency is right 
now training thousands of fresh troops and turning out mil- 
lions of tons of equipment for them. 


Neary 5,000,000 Overseas 
By the end of 1942, we had a little over 1,000,000 army 


men overseas; now we have nearly 5,000,000 men overseas 
—and that doesn’t include the Navy, Marine Corps and 
Coast Guard. 

The tempo is quickening—the fury more devastating. Our 
men are using supplies faster. They need new kinds of 
supplies. 

Take the mortar shell, as an example. In North Africa 
our forces expended 42,000 rounds a month. In France, 
between Sept. 20 and Oct. 20, the First, Third and Ninth 
American Armies alone expended more than 1,300,000 rounds 
of mortar ammunition. They fired more mortar shells every 
day than were used in a month in Africa. And there are 
four other armies fighting on this same front. 

The other day a cable requisition came to Army Service 
Forces Headquarters in Washington from a general in the 
field. He asked for eighty different types of ammunition— 
4,000,000 rounds of one kind, 10,000,000 of another, 5,000,- 
000 of a third, and so on for four closely typed pages. That 
wasn’t the only big ammunition order we were handliing on 
that day, either. Add to the needs of this general those of 
others in Europe and throughout the world and you get a 
fair notion of the industral job ahead of us. 

The more weight we can have, when we need it, and where 
we need it, the sooner we shall be able to knock over Ger- 
many and Japan. 

It is just a case of simple arithmetic. 

More matériel equals fewer casualties, a shorter war. 

What weight do we need? We need all the weight we 
can use. What additional weight must we have right now? 
How do we stand right now? 

Make no mistake about our situation! They have sup- 
plies at the front right now. It’s the future we must pro- 
vide for. Our program is not lagging on all items. Even 
on the critical items many manufacturers are abreast of the 
schedules we have given them. Further, some of the de- 
mands are so recent that you could not be expected to have 
reached your maximum schedules in the time that has elapsed. 
That very fact merely emphasizes the urgency of our plight. 


27 Per Cent Is Critica 


It is on these critical items, some of them new ones, that 
we must concentrate our efforts. “Twenty-seven per cent of 
all the programs are in this critical category. It is to this 
27 per cent we must give our thought and bend our energies. 

Though individual manufacturers can well take pride in 
their position if they are on or ahead of schedule, on a broad 
front we can find no comfort unless these critical shortages 
are met. For example, though all else may be up to schedule, 
what good is a truck without tires or a gun without am- 
munition or, for that matter, .50-caliber ammunition in 
abundance, if ammunition is needed for big guns? We must 
have balance, and to make our problem harder, that balance 
is constantly shifting. We must meet these shifts, we must 
meet new and unforeseen demands. We must meet them 
when they are needed and continue to meet them until the 
last shot is fired. 

We have explained our need to our two great labor or- 
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ganizations, the AFL and the CIO, and both have responded 
wholeheartedly, with prompt organization of recruiting serv- 
ices to assist us in plugging the holes we need to fill. 

Government agencies involved in our production programs, 
especially the WPB and the WMC, are acutely aware of 
our need. We are in complete agreement as to the urgency 
of our situation. Together we have outlined the steps we 
must take. 

In a few minutes, Mr. Krug, whom I am mighty proud 
to have in here pitching with me, will discuss these measures 
and the programs where extra effort is needed today. 

1 said at the beginning that it was my job also to see 
that several hundred thousand good American workers un- 
derstand this problem. Who are these good American work- 
ers, over 300,000 of them? 

They are ex-members of the home front industrial army, 
or workers who have not yet been in war production at all. 
They are members of the group of optimists who have al- 
ready guessed that the war is about over. They have drifted 
iway from the home front army of 10,400,000 war workers. 
‘They have taken a furlough or have come to believe their 
term of enlistment is over. 

Over 300,000 is the number of additional workers our 
critical programs need to get up to schedule. We may need 
more later on. 


Must Reacu 300,000 Workers Now 


So, we must reach these men and women now. We must 
get their help to turn out the weight they can add to the 
balance. 

If every one of these workers decides today to go back to 
work on the production front this week, it won’t be long 
before Eisenhower and MacArthur will feel their support; it 
won't be long before there will be an upsurge of short items 
needed on the fighting fronts. 

‘Lo date we've had 500,000 casualties. Thank God not 
one has been because of short production! But, if we don’t 
throw this extra weight of production into the scales, now, 
right now, we may have to risk lives tomorrow that we never 
should risk. ‘The lives are those of your sons and your 
brothers. 

You see now what I mean by the importance of this speech. 

If | fail, if you fail, if these needed workers fail, we face 
the justly accusing eyes of the men who are willing to die 
for us and who ask us only to give them the power to carry 
the fight to the enemy. 

How much is enough? 

There cannot be too much weight. 

In a little over three months after D-day, the First, Third 
and Ninth American Armies in France fired 300,000,000 
rounds of small arms ammunition, 4,426,000 rounds of 105s, 
1,248,000 rounds of 155s and 3,500,000 rounds of mortar 
shells. 

And I remind you again, there are four other armies on 
this front as well as still others in the Mediterranean and the 
Orient. 

Since Oct. 20 General Eisenhower has asked us for two- 
thirds of all our present mortar shell output. Yet General 
MacArthur, not to mention the other Pacific and Mediter- 
ranean fronts, has used more mortar shells on Leyte than in 
all his previous actions combined. 

I told you earlier of the vast quantities of material you 
have delivered already. Let me give you another reason why 
we must make more, and still more. 


We Have Two Wars To Ficutr 
In one month those same three American Armies in France 


lost from all causes 83 per cent of their dump trucks, 50 per 
cent of their mortars, 14 per cent of their scout cars, 10 per 


cent of their light and medium tanks. Multiply such losses 
by twelve months and you can see that our manufacturing 
output is far from being net gain in the weight we put in the 
balance. 

I have had quite a little to say about the way we are using 
up the weight of our matériel in Europe—at an ever increas- 
ing rate. We have two wars to fight. We are perhaps not 
yet in the full fury of the one in Europe. We are certainly 
not yet full out against Japan. 

You may be looking toward V-day in Europe as a day 
of let-down, a time to relax. Burn this thought into your 
minds. It takes more tons, hauled more miles by far, to 
destroy a Jap than it takes to destroy a Nazi. We will only 
transfer our energies after Hitler’s Germany falls. We may 
even have to increase our output in many categories of ma- 
terials. For instance, there are new weapons now being made 
—weapons I can’t tell all of you about—not yet in use in 
Europe. 

Those of you who make them, know them. They must be 
ready in large quantities for the Pacific pushes. 

I would remind you that the Jap still has to be driven 
across half the Continent of Asia to destroy him—that this 
may be necessary even if we conquer all or a part of his home 
islands first. —That cannot be done bare-handed. 

It will cost us $71,000,000,000 a year to fight the Jap 
after Germany is defeated. 

We are going to give that war everything we have. We 
are going to hit the Jap with everything and every man we 
can get within reach of him, hit him with every ship, every 
plane, and every ground formation. That is the formula 
which will bring the most of our men home quickest. That 
is the only way to cut down the cost in lives and in dollars. 

The war against the Jap alone will be the biggest war this 
country or this world ever fought before the present war. 

The $71,000,000,000 a year which will be expended 
against the Jap is greater than the value of all goods manu- 


factured in the whole country in its busiest productive peace 
time year, 1929. 


Japanese Estimate Up 25 Per Centr 

Within the past ninety days we have had to increase by 25 
per cent our estimate of the production we believed we 
would need to fight the Japs after Germany is defeated. 

We have more ahead of us today in the war against Japan 
than we faced in the whole of World War I in Europe. We 
will have to ship at least four tons to the Japanese front for 
every ton we shipped to Europe in World War I. 

I told you at the beginning that this was the most impor- 
tant speech I have ever made. It is important because I speak 
in this room to American industry—the greatest industry in 
the world, an industry that has given sword and shield and 
buckler to its fighting men. And, I speak, through you, to 
the millions now making war goods so well, and to those 
300,000 extra workers you and their fellow-workers need 
tomorrow—today, if possible—in war plants. 

It is important because in this room is the power to add 
weight to the balance, to shorten the war, to save lives. 

Because now, this minute, American productive force for 
the first time may fail our fighting forces. 

Because for the first time industry and its workers are 
not making munitions as fast as munitions are being used up. 

Because on all fronts the Allies are pouring on everything 
they have. 

Because our enemies are fighting more desperately than 
ever before. 

Because we planned this war to use up munitions to save 
men’s lives and, with more than twelve millions of men 
under arms, with over half of them overseas, we are com- 
mitted to backing them up with everything America has. 
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I wish you would pick up your next newspaper and take a 
pencil out of your pocket. 

Turn to the casualty list. Say this to yourself: 

“If we could somehow, some way, have thrown in another 
ton of steel, | could mark a name off this list. If we can 
supply enough tons, in enough places, we can replace the list 
with news of final victory.” Today, all victory leads to is 
another battle. The final battle is the one we must win. 

In closing here today, I want to urge upon you this 
thought. 

War Is Nation’s ONLY BusIneEss 

As long as the nation is at war, on one front or two, 
planning for war, producing for war, fighting the war is 
the nation’s business and its only business. We must win 
before we can reap the fruits of victory. You can’t beat the 
gun in this race, and I know you don’t want to try to do so. 

Our enemies are tough, they are desperate. Their objec- 
tive was to destroy us. It is still their objective. War is 
their single purpose. What reason have you to believe that 
they will not continue to fight? What that they won't 
defend their homeland with the same—yes, even more— 
desperate fanaticism than they now show on every front. 

After Pearl Harbor we rose in indignation and in wrath. 
Our objective was to crush our enemies. That is still our 


objective. And, if we are to achieve it, war until the end 
must be our single purpose. 

After Pearl Harbor all were imbued with a determination, 
a selflessness, a high purpose which carried us to peaks of pro- 
duction hitherto undreamed of. From January to August of 
this year production then scheduled continued to decline; to 
decline in the face of the efforts many of us made to stem the 
tide. During that period new demands for still more pro- 
duction added to our deficit. 

Since August, production has again been on the increase. 
The increase, though not what we would have liked, was 
gratifying. Since August still other new demands have de- 
veloped. We must have more. We cannot delay, we must 
meet these new demands as well as the deficits that have 
accumulated. We must meet them now! 

American industry and American workers must rededicate 
themselves, here and now, to an upsurge of production on the 
home front so that our forces on all fronts shall be limited in 
their use of material only by our ability to get it to them and 
by elbow room on the fighting fronts in which to use it. 

The kind of war we shall fight is in the balance. The de- 
cision as to the weight we shall throw into the scales is your 


decision—and this is the time for decision. I know what it 
will be. 


War’s End Stull Distant 


GREATEST EFFORT NEEDED FOR LAST LAP 


By WINSTON CHURCHILL, Prime Minister of Great Britain 
Delivered in House of Commons, London, November 29, 1944 


to the smallest detail continue to be dominated by the 

war. Parliamentary business is no exception. I must 
warn the House and the country against any indulgence in 
feeling that the war will soon be over. It may be, but do 
not indulge in that feeling, that we should now be able to 
turn our thoughts to a new phase in world history which will 
open with the close of this war. 

The truth is that no one knows when the German war 
will be finished and still less how long the interval will be 
between the defeat of the Germans and the defeat of the 
Japanese. 

I took occasion some months ago to damp down premature 
hopes by speaking of the German war as running into Janu- 
ary and February. I could see disappointment in several 
quarters as I looked around the house and I followed this up 
quickly by indicating late spring or early summer as periods 
which we must take into account as possibilities. 

My present inclination is not at all to mitigate those fore- 
casts or guesses—for they can be little more than guesses. 
Indeed, if I were to make any change in the duration of the 
unfolding of events, it would be to leave out the word 
“early” before the word “summer.” 

The vast battle that is in progress in the west has yielded 
to us important gains. The enemy has everywhere been thrust 
back. The capture of Metz and Strasbourg are glorious and 
massive achievements. 

The brilliant fighting and maneuvering of the French 
Army near the Swiss frontier and their forcing of the Belfort 
Gap and the advance on a broad front to the Rhine is not 
only a military episode of high importance but it shows what 
many of us have never doubted: that the French Army will 
rise again and be a great factor in the life of France and 
Europe and that the French soldier, properly equipped and 
well led, is unsurpassed among nations. 


Te: is more somber digression. All our affairs down 


I had the opportunity of visiting this army and had hoped 
to be there at the moment when its attack was delivered upon 
the Belfort Gap, but in the night twelve inches of snow fell 
and everything had to be put off for three days. Nevertheless, 
I had an opportunity of seeing a very large number of troops 
who were going to be engaged, if not in the first stage, in the 
second stage of this battle, and for an hour or more they 
marched past in the swirling snowstorm. I had a good look 
at them, though the light faded, at very close quarters. 

They were all young men of eighteen to twenty-two. The 
average age was twenty—and what a thing to be a French- 
man, twenty years of age, well armed, well equipped and with 
your native land to avenge and save. 

The light in these men’s eyes and their alert bearing give 
one the greatest confidence that our nearest neighbor and 
long friend in the war and in these great struggles of our 
lifetime will rise in clarity and force from the miseries and 
disgraces of the past and will present us once more with a 
France to be numbered among the greatest powers of the 
world. 

I have spoken of the fighting in the Belfort Gap and 
Strasbourg and, farther to the north, of the great battle 
which the Americans have gained opposite Metz. Opposite 
Cologne and northward fighting has been severe, and it is 
here that gains in ground will be most important and conse- 
quently are more disputed. 

The weather, which it is always customary and excusable 
and even legitimate to abuse at this season of the year, in 
those regions has made the task of American troops and that 
of the British on their left flank extremely difficult. What is 
called the fourth element in war—mud—had played a for- 
midable part. We have not yet succeeded in driving the 
enemy back to the Rhine, let alone have we established a 
strong bridgehead on it. The battle is continuing with the 
greatest vigor. Immense losses have been inflicted on the 
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enemy. he wearing-down process here, at cost to the United 
States forces, has been far greater in its effect upon the 
enemy. 

Of course, any large and effective break on the German 
fronts in these regions of Cologne and northward would have 
the highest strategic consequences, 

I may mention that in the interval between the liberation 
of France and the greater part of Belgium, Field Marshal 
Montgomery's group of armies, with substantial United 
States assistance, drove the enemy back to the line of the 
Maas, or Meuse, and established a secure flank barrier in 
Holland protecting the whole line of the main armies oper- 
ating eastward. It also opened the great port of Antwerp 
which we captured intact and is now receiving large convoys 
of ocean-going ships, thus making the incomparable sea base 
available for the nourishment of the northern group of Brit- 
ish armies and various groups of American armies also de- 
ployed in those operations, including storming of islands, 
which contains episodes of marvelous gallantry and grand 
feats of arms. 

In these operations British and Canadian forces suffered 
about 40,000 casualties. That is, in the interval between the 
two great battles. In the new battle which runs from Field 
Marshal Montgomery’s army, broadly speaking, opposite 
Venlo down to the Vosges Mountains where the French take 
up a long line, the front is held by Americans who are bearing 
the brunt with their customary distinction and courage. 

I am not giving a review of the war situation today. I 
have no intention of doing it. Later on, perhaps, when we 
meet after Christmas, ‘it may be right to do that and it may 
be much easier to put hard facts and cheering facts before 
the House—and the House knows | have never hesitated to 
put hard facts before them. 

I know the British people and I know this House and 
there is one thing they will not stand and that is not being 
told how bad things are. If it is humanly possible to do it 
without endangering attairs, one is always well advised to tell 
people how bad things are. 

On a number of occasions I have greatly revived the 
energy and ardor of this House by giving them an account 
of the shocking position we occupied in various quarters and 
how very likely things were to get worse before they got 
better. 

We share the glory, but my motive in doing so was to 
strengthen the position of the Government. I am not giving 
a review of the war situation but | mention these command- 


ing facts in order to dissipate lightly founded sensations that 
we can divert our eyes from the war and turn to the tasks of 
transition and reconstructions or political controversies and 
other diversions of peace which are dear to our hearts and 
rightly dear to democracies in action, because without con- 
troversy democracies cannot achieve their healthening proc- 
esses. 

1 do not think we can look on in all these matters with a 
sense of detachment from the war issue, which is right over us. 

It weighs intensely and preponderantly upon us and upon 
every form of our national life. All else must still be subordi- 
nated to this supreme task. 

It is on the foe that our eyes must be fixed and to break his 
resistance down demands, and will receive, the most intense 
exertions of Great Britain, the United States of America 
and of all the United Nations and their converted satellites 
—all the forces that can be brought to bear. 

This is just the moment not to slacken. Of races which 
the calendar holds, nearly all of them are won in the last lap 
and it is then when the sense of boredom seems a weight 
upon one, when even the most glittering, exciting and bril- 
liant events are, as it were, covered by satiation, when head- 
lines in newspapers, though perfectly true, succeed one an- 
other in their glowing emphasis; and yet the end seems to 
recede before us. 

As when climbing a hill, when there is always another 
peak beyond, it is at that very moment that we in this island 
have to give that extra sense of exertion and effort, that 
boundless and inexhaustible dynamic energy that we have 
shown, and which records made public emphasize in detail 
that we have shown during this struggle. 

Tirelessness is what we have to show now, and here I 
must observe that it is one thing to feel this tremendous drive 
of energy at the beginning of the war when your country 
is likely to be invaded and you don’t know that you will not 
have to die honorably. It is one thing to exhibit those quali- 
ties, which the House has never been restrained from at such 
a moment, and quite another to do them in the sixth year of 
the war. 

On the other hand, we must remember that the enemy 
whose country is being invaded has also the supreme stimuli 
which we ourselves responded to in the very dark days of 
1940 and 1941. 

The preponderance of the war weighs down upon us all. 
And after the German war we must not forget there is war 
with Japan. 


Private Armies Undermine Democratic 
Government 


STATEMENT ON GREECE 
By WINSTON CHURCHILL, Prime Minister of Great Britain 


O far as has been ascertained, the facts are as follows: 
The Greek organization Eam had announced their 
intention of holding a demonstration on Dec. 3. The 
Greek Government at first authorized this, but withdrew 
their permission when Eam called for a general strike to 
begin on Dec. 2. The strike, in fact, came into force early 
on Dec. 3. : 

Later in the morning the Eam demonstration formed up 
and moved to the principal square of Athens in spite of the 
Government’s ban. 





Delivered in House of Commons, London, December 5, 1944 





On the evidence so far available I am not prepared to say 
who started the firing which then took place. 

The police suffered one fatal casualty and had three men 
wounded. The latest authentic reports give the demonstra- 
tors’ casualties as eleven killed and sixty wounded. 

The demonstration continued during the afternoon, but 
there was no further shooting, and by 4:30 the crowd had 
dispersed and tranquillity was restored. 

It is deplorable that an event like this should take place in 
Athens scarcely a month after the city’s liberation and feeding. 
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ASSISTANCE Is HAMPERED 


Greece is faced with the most desperate economic and 
financial problems apart from civil war, which we are trying 
to stop. We and our American allies are doing our utmost to 
give assistance and our troops are acting to prevent bloodshed. 

But some times it is necessary to use force to prevent 
greater bloodshed. The main burden falls on us. The re- 
sponsibility is within our Allied military sphere—that is, 
our military sphere agreed upon with our principal allies. 

Our plans will not succeed unless the Greek Government 
and the whole of the Greek people exert themselves on their 
own behalf. If the damage of four years of war and enemy 
occupation is to be repaired and if Greek life and economy 
are to be rebuilt, their internal stability must be maintained 
and pending a general election under fair conditions, the 
authority of the constitutional Greek Government must be 
accepted and enforced throughout the country. 

The armed force must be dependent on the Greek Gov- 
ernment. No Government can have a sure foundation so 
long as there are private armies owing allegiance to a group, 
party or ideology instead of to the state and the nation. 

Although these facts should be clear to all, the left wing 
and Communist Ministers have resigned from the Greek 
Government at this dangerous crisis rather than implement 
measures to which they had already agreed for the replace- 
ment of the Eam police and guerrillas by regular national 
services. 

(William Gallagher, Communist: Why have they re- 
signed ?) 

I say they have resigned. I am stating the facts. I thought 
the House would like a full answer. 

In addition, the Eam leaders have called a general strike 
which is, for the time being, preventing the food we and 
America are providing from reaching the mouths of the 
population we are trying to feed. 


AssurRES GREEKS FREE CHOICE 


Our own position, as I have said, is extremely clear. 
Whether the Greek people form themselves into a monarchy 
or republic is for their decision. Whether they form a gov- 
ernment of the right or left is for their decision. These are 
entirely matters for them. Until they are in a position to 
decide we shall not hesitate to use the considerable British 
army now in Greece, and being reinforced, to see that law 
and order are maintained. 

It is our belief that in this course His Majesty’s Govern- 
ment has the support of an overwhelming majority of the 
Greek people. The gaping need is to receive relief for the 
immediate requirements and conditions which give them a 
chance of earning a livelihood. In both of these ways we 
wish to help them, and we are working continually with 
experts, financial and otherwise, to assist in every possible 
way, but we cannot do this if the tommy guns which were 
provided for use against the Germans are now used in an 
attempt to impose by violence a Communist dictatorship 
without the people being able to express their wishes. 

(F. E. Pethic Lawrence, Laborite, asked whether the 
Prime Minister was “aware of the very grave anxiety which 
is felt in all sections of this country with regard to what is 
taking place, and will he undertake to keep this House in- 
formed from time to time in the immediate future so that 
we can know what the situation is from day to day?” Mr. 
Lawrence also asked whether Mr. Churchill would take care 
that the Government action in suppressing disorder “shall 
not take the form of support to any one faction in Greece.” 

(Mr. Lawrence continued: “We all recognize that law 
and order must be maintained, but there is evidence, I think, 
that mistakes have been committed on both sides and this 


terrible shooting affair on Sunday is one which suggests, at 
any rate, that a mistake was made by the Greek Govern- 
ment. (Can he [Mr. Churchill] assure the House that if 
the armed forces of Britain and the Allies are to be used in 
support of the Greek Government that the British Govern- 
ment will impress on the Greek Government the need for 
a conciliatory policy and not to assume that because they 
have the support of the British forces that they can take 
such action as they like ?’’] 


PLepces Futt Pusuiciry 


The answer to the first part of the question is that the 
newspapers give most full and continuous reports from 
Athens and Greece and that in the event of anything im- 
portant occurring which is not public property I shall be 
ready to answer any question. 

I have no other wish but to keep the House informed. I 
quite agree that we take a great responsibility in intervening 
to preserve law and order in this capital city so lately de- 
livered by our troops from the power of the enemy. 

It would be very much easier for us to allow everything 
to degenerate, as it would, into anarchy or a Communist 
dictatorship. 

But we do not feel, having taken the position we have— 
having entered Athens and brought food and made great 
efforts to restore its currency and doing our utmost to give 
those conditions of peace and tranquillity which will enable 
the Greek people as a whole to vote on their future—having 
gone so far as that, that we should look back or take our 
hand from the plow. 

It is the Greek Government we are supporting, or per- 
haps acting in conjunction with would be a better expression, 
because General Scobie is for the moment in charge of order. 
We shall certainly take care that that Government is not 
used to fasten any rule of a faction upon the Greek people. 
They will have the fullest opportunity of a free election. 
The Government of Mr. Papandreou three days ago repre- 
sented all parties, including the Communist and Eam repre- 
sentatives. They left suddenly on the eve of a quite evident 
attempt to overthrow a settled Government which was on 
foot. 


CLARIFICATION ASKED 


(Dr. Haden Guest, Laborite, interrupted to ask if it 
were not a fact that the demonstration which was fired 
upon on Sunday consisted of 200 unarmed children and 
youth with a sprinkling of adults. He quoted the correspond- 
ent of The Times of London as saying the firing went on 
for an hour—savagely and wildly. Dr. Guest asked whether 
it was “not a further fact that there was a good deal of 
feeling in Greece that collaborationists had not been dealt 
with, and that the security battalions appointed by the Ger- 
mans to fight against the Greek movement are now being 
maintained by the present Government and by us.” 

(Dr. Guest continued: “Is it not time that the whole of 
the Athens police force was disarmed, as they have shown 
themselves thoroughly untrustworthy as people to keep the 
peace ?”’) 

So far as the incident is concerned, I told the House that 
the British Government reserve judgment upon that. It 
was a shocking thing that firing should be made by the police 
force on unarmed children; that is a matter we should all 
reprobate. We should also reprobrate the massing or lead- 
ing of large numbers of unarmed children to a demonstration 
center which had been banned by the Government in a city 
full of armed men liable at any moment to an explosion. 

The question of the Security Battalions is not to be dis- 
missed as easily as you have done. According to information 
that I have most carefully sifted, the Security Battalions 
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came into existence gradually in a large measure to protect 
Greek villages from the depredations of some of those who, 
under the guise of being the saviors of their country, were 
living upon the inhabitants and doing very little fighting 
against the Germans. 

(Mr. Lawrence again broke in: “I quite appreciate that 
the British Government are holding the ring for a future 
election in Greece. Will you assure us that, so far as the 
British Government are concerned, any support that we give 
to the Government of Greece is accompanied by recom- 
mendations that the Greek Government should use a con- 
ciliatory attitude toward all sections in Greece ?”’) 

Oh yes, certainly a conciliatory policy, but that should not 


include the running away from or the lying down under a 
threat of armed revolution and violence. 

(Sir Percy Harris, Laborite, asked whether, in addition 
to military authorities, Britain had a political representative 
in Greece to advise on political problems.) 

We have an Ambassador in Greece with whom the Gov- 
ernment is in hourly consultation and whose telegrams 
arrive with the greatest frequency, wiring having not been 
cut so far. Mr. Harold MacMillan [Minister Resident in 
the Middle East] is advising General Wilson, the Supreme 
Commander in the Mediterranean [who is continuing until 
Field Marshal Alexander assumes command ] on the political 
aspects of the military measures which he takes. 


Paying the Bills of Modern War 


THE ECONOMICS OF WAR FINANCE 
By DR. ALBERT H. BURROWS, Northern Michigan College of Education, Marquette, Mich. 


Broadcast sponsored by the Sixth War Loan Campaign Committee of Marquette County, Mich., 
Over Station WDMS, November 22, 1944 


RIENDS of freedom, my talk this evening is in the 

interest of our country, our democracy, and our brave 

sons and daughters around the world. I am asking 
you to buy as many one hundred dollar bonds as possible 
to bring our boys home in victory. We are now engaged 
in a total or “all out” global war in which human and in- 
dividual values are at stake. 

This mechanized war is very expensive. During each 
month our government spends seven and one-half billion 
dollars to destroy oppression. Every ten days this war 
costs more than the entire Civil War. Every six months 
it costs us more than the total cost of World War I. Many 
of these modern mechanized war monsters of the land, sea, 
and air literally cost us hundreds of thousands and even 
millions of dollars per machine. Yet, if they save the blood 
of one American boy they are worth every cent. We now 
have a yearly expenditure of ninety-five billion dollars. 
Nearly ninety billions of this goes to the war program. 
This is two hundred and fifty million dollars per hour. 
Approximately 95% of every dollar invested by you in war 
bonds goes into the war effort. Yes, goes to prevent bonds 
on our ankles—goes to prevent the throttling and lashing 
of free men—goes to hasten victory and aid your boy and 
your neighbor’s boy. 

Let us analyze some of the economic problems of a war 
program. The first and major problem of a war economy 
is to maximize the land, labor, and capital goods going into 
war materials and conversely to minimize the amount of the 
same factors of production that go into non-war production. 
‘The war machine must be the number one consumer of 
goods and services. Our country is now consuming in 
the execution of the war over one-half of the goods and 
services produced by the American people. The war cost 
of ninety-five billions of dollars comes from a gross national 
income of about one hundred and eighty billion dollars, or 
a net income of one hundred and fifty billion dollars. 
Thus, approximately one-half of all our productive effort 
and factors of production are now going into the task of de- 
feating tyranny. A second and related problem of war ad- 
ministration is how to secure and maintain for the war out- 
put this one-half of our productive effort and materials, i. e. 
how to pay for the war. 

There are only five theoretically possible methods by 
which any country can finance a war. These methods are 


as follows: (1) War Treasure Chest, (2) Expropriation, 
(3) Fiat Money, (4) Taxation, (5) Borrowing. 

Let us now examine and evaluate in turn each of these 
possible methods of war finance. First, the Treasure Chest 
method is not now available to the United States. We had 
planned no war and had established no war chest—unless 
the gold at Fort Knox could be considered as such. But 
had a nation such a chest of money equal in amount to its 
money already in circulation then release of the treasure 
chest money into the monetary stream and its use by the 
vovernment would cause the price level to double and would 
rob every outstanding dollar of one-half its value. Such 
a method would cause untold and unnecessary economic 
disorganization, imbalance and hardship and must therefore 
be eliminated for some superior war finance method. 

The next method is that of Expropriation or outright 
confiscation of the actual goods and manpower or services. 
This expropriation method would bear very unequally on 
the ability of the people. Furthermore, many of the essen- 
tial war goods would not be in existence to be expropriated. 
Therefore, a system of forced labor and outright conduct 
of the economic processes would be necessary to implement 
such a system. Thus, the method of expropriation, con- 
fiscation, commandeering, or whatever we may christen it 
is an unsatisfactory method for securing the war materials. 
It does not induce the production of necessary goods with- 
out the destruction of liberty and the introduction of forced 
labor. Also, it does not equate the burden to the ability of 
the expropriatees. This is the Hitlerian method in the 
ravished European countries, but we must reject it. 

The method of the Printing Press or Fiat Money was 
used in our Revolutionary and Civil Wars. We still say 
“not worth a continental” as a memorial to the Printing 
Press Money of the Continental Congress. To state that 
money has become worthless is the equivalent of saying that 
prices have skyrocketed by the thousands. During the 
Civil War the money of the Union depreciated due to the 
issuance of fiat money and prices trebled as each dollar was 
robbed of two-thirds of its value. We have 347 millions 
of these Civil War “greenbacks” in our money today. Ger- 
many during and following World War I, when prices 
mounted a trillion times, is the best example—or should I 
say, the worst example—of the tragic results of financing 
a war by means of the printing press. No, we do not want 
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our government to have to resort to this Printing Press 
Method. [Every dollar raised by this method subtracts 
fifty cents of the value from some dollar already in existence, 
and furthermore, the old fifty cent dollar still competes 
with the new fifty cent one for goods and services and the 
price level may be quadrupled ad infinitum according to how 
many times the original monetary supply is equalled or 
matched by the new printing press dollar. Such a method 
is a sure road to economic post-war crisis. It, too, must be 
dismissed as unsatisfactory. 

Taxation is theoretically the proper method of war fi- 
nance. In theory a war could and should be financed by 
taxation. This is true because in reality a nation, unless 
it secures materials from others outside its own borders, 
must bear the real costs of war as it is being fought. There 
can be no postponement or supposed “passing on to future 
generations” of the real burden of producing the materials 
of war. ‘There can be no postponement in the production 
of goods, machinery and instruments of death. Yes, how 
thoroughly we in the United States learned during those 
long months following Pearl Harbor that planes, tanks, subs, 
shot and shell, cannot be used until the people have first un- 
dergone the real cost of expending the labor and furnishing 
the materials necessary to turn out the finished fighting equip- 
ment. This is what is meant by “tightening our belts.” 
There are only the following three ways by which future gen- 
erations may be considered to bear any of the economic bur- 
den of a previous war: Reduction of inventions, depletion of 
capital equipment and durable consumers goods, and destruc- 
tion of natural resources. Not one of these “burden passers” 
has any relation to the financing of a war. 

War-induced “belt tightening” has been less noticeable 
because our industrial machine was in low gear or, in some 
cases, dead center when the war program began. Thus, 
by doubling the output of our industrial machine in the 
United States we have been able to supply the war materials 
and still undergo a surprisingly small amount of “belt tight- 
ening.” However theoretically possible it may be to finance 
a war entirely by the method of taxation it is probably im- 
possible in practice. It is impossible quickly to place in 
operation a tax system adequate to finance much more than 
about two-thirds or three-fourths of the costs of war. It is 
impossible for taxes to be so perfectly adjusted and admin- 
istered to taxpaying ability as to call out all of the free 
funds as readily as borrowing without at the same time 
bearing too heavily on some and thereby, causing undue 
hardship and economic disorganization. Also, some milk 
warm patriotism won’t stand the strain of “all out” war 
taxes as readily as war borrowing. At present 46% or 
nearly one-half of the war cost is covered by taxation. This 
is much improvement over World War I finance, when just 
over one-fifth of the cost to the United States was borne by 
taxes. Thus, the United States is now making its best war 
record in tax receipts. But still the taxes are only high 
enough to raise about one-half of the necessary funds. How 
shall the other 54% be raised ? 

The final of the five possible methods of financing a war 
is by Borrowing. It is the best coordinate method with taxa- 
tion to finance a war. This is the supplementary method 
which the United States is using and in which you and 
I with our pens and ink and our signatures play the lead- 
ing roles. Borrowing by our Government is generally re- 
ferred to as the selling of bonds. We are now engaged in the 
Sixth War Loan Drive. This method must now carry just 
over one-half of the war finance burden. World War I was 
financed nearly four-fifths by the sale of government securi- 
ties, i. e. borrowing. However, in addition to not taxing ade- 


quately a mistake was also made in that no effort was made 
to have those bonds purchased by non-commercial banking 
sources and from the consumption funds of the people. In- 
stead the bonds that were purchased by individuals were used 
as collateral for further individual borrowing and expansion 
of demand deposits. Therefore, the price index mounted 
to 240 in May, 1920. Thus the dollar lost nearly 60% 
of its pre-war value. This “run away” price structure in- 
cited an enormous speculative boom and over capitalization 
of business and agriculture with the inevitable economic 
crash of the thirties—which had been slightly retarded by the 
yearly billion dollar international loans of the twenties. 
The mistake in the World War I bond sales was that they 
were used as a method of expanding bank deposits subject 
to check, i. e. demand deposits. Their sale therefore had 
the effect of adding to the total amount of purchasing 
power medium and therefore catapulted the price level. 
In order to avoid the mistake of World War | our Govern- 
ment is now asking that each of us buy bonds from our 
funds that might otherwise be spent for consumption goods 
or for real savings in the form of capital equipment. The 
Treasury asks that six and one-third billions of the four- 
teen billion dollars of bonds, now offered be purchased by 
individuals and the other seven and two-thirds billions by 
insurance companies, brokers, and non-financial corporations. 
As the American people buy these bonds from funds that 
otherwise would go into current consumption expenditures 
or into capital goods, then there is no inflation of the pur- 
chasing power medium and no resulting upward pressure 
on prices. Thus, the next depression is prevented through 
preventing a present boom! These dollars that go into Free- 
dom Bonds are not then competing with our Government 
for goods and services. Also, we are building a “back log” 
for post-war purchases, prosperity, and security which will 
help to prevent an economic debacle similar to that of the 
thirties. 

In a democracy everyone must cooperate in the program 
adopted by the people and their representatives. The 
American people have responded splendidly in the preceding 
five War Loan Drives. From December, 1942 through 
July, 1944 non-banking sources have purchased seventy- 
seven and two-thirds billion dollars worth of bonds, and 
$21,920,000,000 of these were purchased by individuals, 
Our country and our boys are now asking us to continue 
to finance them by buying War Bonds. We have a long 
and proud record. We have never failed. We have al- 
ways gone over the top. The 37,000,000 families and 
households in the United States must buy on the average 
a little over one hundred dollar bond per household in 
order to raise the funds asked of individuals. This means 
that many of us with incomes above the average must buy 
several $100 bonds. Those whom Providence has favored 
with no sickness or disaster can show especial thanks on the 
morrow by buying an extra $100 war bond. 

In our grand democracy and land of freedom no one is 
telling you how many bonds you have to buy—no one is 
ordering, snooping or dictating. You and you alone before 
your conscience, before your creator, and before the spirit 
of your boy and your neighbor’s boy, must make your own 
decision. Amiericans have always, in crises, responded to 
the demands for greatness. We have always shown our 
appreciation of and readiness for democracy by voluntarily 
doing what duty and our sense of freedom demanded. I 
know that every citizen—yes, every American—will buy 
bonds until it hurts and hurts greatly. And even then it 
is a small contribution compared to that of our own flesh 
and blood. We cannot compare our small sacrifice to that 
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of those grand heroes represented by the gold stars in our 
service flags, nor to the devotion of those medically dis- 
charged boys already coming back with life scars on their 
bodies. 

Some time ago I spoke to a group of men in a machine 
shop and one of them followed me out and said, “I have two 
sons in the service, I told them that I would buy bonds to 
send them guns. I am buying $150 of bonds regularly 
every month.”” No, your sacrifice and mine will be very 
small even if we put one-half or two-thirds of our income 
into war bonds and taxes. Ask yourself, how much could 
I give if the Gestapo were applying the lash? Am I hun- 
gry, or naked or cold? How many bonds could I buy and 
still have more food than the Poles, the Danes, the Nor- 
wegians, the Belgians, and the French. Go ask the poor 
Jews of Europe how much you can and should buy of these 
shares in Democracy! Go ask the poor Greeks how little 
they have to eat and how many war bonds they think Free- 


dom is worth! Go ask the dispossessed and enslaved 
laborers and violated women and children of Europe— 
yes, and of China and the Philippines—how many. war 
bonds Freedom is worth! 

No, friends, how-so-ever much we may invest in our 
Democracy it will still be a very small token in return for 
the perpetual dividends which will be received by the genera- 
tions of free people—our children and our children’s chil- 
dren—who follow. Don’t let Uncle Sam down! Don’t 
let yourself down! Respond totally to the call of your 
country! Invest in Freedom’s Bonds. Purchase your 
shares in Liberty now. Be a partner in this struggle for 
liberty and freedom of mankind. Tomorrow is Thanks- 
giving and as you sit in comfort about a bounteous table— 
promise your country, your boy out there, and your God, 
that you are truly thankful for all the blessings of love and 
liberty which they have given to you—and that you will 
never let them down! 


Democratic Ideology and Domestic 
Problems 


FREEDOM OR SLAVERY FOR THE INDIVIDUAL 
By JOSEPH H. BALL, Senator from Minnesota 
Delivered at the third annual dinner of Freedom House, New York City, November 28, 1944 


T has been said that this great war is not primarily a 
war of ideologies. ‘The overwhelming majority of us 
here in America reject that thesis. For us, stated sim- 

ply, this is a war between democracy and tyranny, between 
freedom and slavery for the individual. 

The allied peoples on the whole represent a philosophy 
of Government which stresses individual rights, opportuni- 
ties and responsibilities, which seeks to guarantee liberty and 
equality of opportunity to all individuals, regardless of race, 
creed or color. It is a system which depends on a government 
of laws, enacted with the consent of the people for the 
preservation and expansion of those rights and liberties and 
opportunities. The fact that all nations on the allied side 
have not progressed to the same stage in democracy does 
not alter the fundamental thesis because they are on the 
whole moving in that direction. 

On the other hand, the Axis powers and their satellites 
represent a philosophy of Government which holds individual 
rights, liberties and opportunities of no account whatever, 
and the state or race all-important. They stand for the 
arbitrary exercise of unlimited power by Government for 
whatever ends the leaders of that Government see fit to seek, 
while the Allies stand for a rule of laws applying alike to all 
and enacted with the consent of the people, who are sovereign. 

The fact that Russia with its Communist dictatorship is 
a major allied power does not alter this fundamental propo- 
sition. I use democrary here in the very broadest sense, 
meaning economic and social as well as political democracy. 
While Russia admittedly has no political democracy today, 
she probably has as much economic and social democracy 
as many of her allies. We sometimes confuse the ruthless 
political dictatorship of Stalin with the essentially economic 
system of Communism. That the two are not necessarily 
inseparable is demonstrated by New Zealand, which today 
has nearly as much Socialism as Russia, but whose political 
democracy is unquestioned. 

Almost inevitably, the Axis system glorifies war as the 
highest destiny of men, and preaches the doctrine that might 


makes right, that whatever a nation has force enough to do 
it may and should do, regardless of international law or 
justice. On the other hand, the democracies are the chief 
proponents of peace. Their peoples are opposed to militar- 
ism and war. In fact, the goals of democracy inevitably 
require peace for their full achievement. 

It is for that reason fundamentally that we and our allies 
are seeking to establish a strong system of collective security 
which will prevent great wars in the future. Our objective 
is essentially the same as that of the statesmen who wrote 
the Declaration of Independence and our Constitution, name- 
ly, to establish an international law preserving the rights and 
freedoms of nations, and the means for enforcement of that 
law. The whole democratic system is based on the concepts 
of freedom under law, and it is that concept which we are 
trying to apply in the international field. 

The man we honor tonight, Mr. Sumner Welles, has 
made a great contribution both during his service in the 
State Department and since then by his speaking and writ- 
ing, to the achievement of that goal. 

For a few moments, I would like to discuss the applica- 
tion of the democratic ideology for which we fight here at 
home in the solution of our domestic problems, particularly 
with reference to economic security for the individual, and 
freedom for the individual. 

I think a good start for such a discussion is this quotation 
from the Declaration of Independence: ‘We hold those 
truths to be self-evident, that all men are created equal, 
that they are endowed by their creators with certain un- 
alienable rights, that among them are life, liberty, and the 
pursuit of happiness. That to secure those rights, Govern- 
ments are instituted among men deriving their just powers 
from the consent of the governed, that whenever any form 
of Government becomes destructive to these ends, it is the 
right of the people to alter or to abolish it, and to institute 
a new government, laying its foundation on such principles 
and organizing its powers in such form as to them shall 
seem most likely to effect their safety and happiness.” 
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Even today, 168 years later, that doctrine is radical politi- 
cal philosophy. It still represents a goal toward which we 
are moving, but which we have not yet achieved completely. 
We recognize that the authors of the Declaration were not 
talking about arbitrary equality of men and women because 
they knew that individuals are not equal in abilities or 
capacities. They were talking about equality of rights and 
opportunities for the individual. 

It is significant that in the Declaration of Independence 
there is no mention of economic security. Unquestionably, 
its authors knew that economic security is sougth by every 
individual. But I believe they also recognized that complete 
economic security is to a large degree incompatible with 
freedom for the individual and that is why they did not 
emphasize it, either in the Declaration or in our Constitution. 

It is my own conviction that only individuals who are 
strong, with trained minds and healthy bodies, can be truly 
free. Likewise they have the best security of all that which 
comes from inner confidence of their ability to meet what- 
ever may come. 

As we seek a solution to our domestic problems in the 
years ahead, our emphasis should be on measures and policies 
which will strengthen the individual and free his mind from 
fear by giving him knowledge, training, and health. The 
highest freedom of all for the individual is freedom from 
fear, the confidence that he can and will measure up to any 
test that may come and remain true to his own inner creed. 

One of the great issues we must meet is that of racial 
discrimination. We cannot blink the fact that millions of 
Negroes in our country are treated as second-class citizens. 
They do not have equality of rights and they are not given 
education and training that assures them equality of oppor- 
tunity. 

We must, preferably by action of the states most con- 
cerned but if necessary by Federal Legislation, protect the 
civil rights of Negroes, their right to vote, their right to a 
just trial when accused of crime. We must also give them 
equality of opportunity, which can be done only by a tre- 
mendous improvement in health and education standards 
for Negroes. 

I think any psychiatrist would agree that fear is at the 
basis of the white supremacy doctrine in the South. The 
whites there are afraid of what my happen to them if 
Negroes are given the equal rights and opportunities guaran- 
teed them by our constitution. They are afraid they might 
not be able to compete. They are really insecure and their 
freedom is seriously curtailed because fear plays so promi- 
nent a part in determining their actions and attitudes. ‘The 
only way to overcome fear of that kind is to face it squarely 
and beat it. The only way the white people in the South 
will ever prove to themselves and the world that they are 
free of fear is to give the Negroes real equality and see what 
happens. 

In a broader sense, our biggest job in the years immedi- 
ately ahead is to make as sure as is humanly possible that all 
citizens of this great democracy do start even in life, which 
is the only way they can have equal opportunities. That 
means equal educational opportunities for all, without rela- 
tion to financial position, and also health standards as nearly 
equal for all as we can make them. Both of these objectives 
must be sought primarily by working with children and 
young people. It is a slow and almost impossible job to 
educate and free the mind of an adult individual who has 
grown up in ignorance and fear. Likewise, it is a slow and 
almost impossible job to give healthy bodies to adults if the 
foundation has not been laid in childhood. 

I think one of our dangers as we try to meet and solve 
these problems is that there will be too much emphasis on 
achieving economic security for masses of people at the ex- 


pense of freedom for the individual. Some of us tend to 
confuse economic security with freedom. Actually, the most 
secure individual in our society is the prisoner in a penitenti- 
ary serving a life sentence, but he is hardly free. The people 
of Germany in the first years of the 1930’s were so intent on 
achieving economic security that they permitted their free- 
dom to be liquidated without even a fight. 

The easiest and perhaps the most logical way to achieve 
economic security for all would be for the Government to 
take over and operate all of our economic institutions. But 
certainly at this stage of human and political development 
such a course inevitably would mean the liquidation of in- 
dividual freedoms. The great contribution which the capi- 
talistic system and private enterprise make to freedom is 
that they offer the individual a choice of many thousands 
of different ways of making a livelihood with many thous- 
ands of potential employers. 

Just as Government control of all employment would 
liquidate that freedom of choice, so the trend toward mono- 
poly which is inevitable in a capitalistic system tends to 
drastically curtail it. That is why Government must step 
in and apply strict controls to stop trends toward monopoly 
and restore free competition and free enterprise. In a field 
about which I speak from experience, that of newspaper pub- 
lication, the present trend toward mergers and toward chain 
ownership of great newspapers is a serious threat to freedom 
in this country. It does two things. First, it limits very 
seriously the choice of employers for the individual who has 
chosen newspaper work as his vocation. If he, for instance, 
finds it impossible to work with a clear conscience for one 
newspaper in a large chain and resigns, he is not likely to 
find employment with any other newspaper in that chain. 
His choice of employers is limited and the economic pres- 
sure for conformance regardless of conviction is increased. 
This concentration likewise limits the freedom of access of 
the people to information about what is happening in the 
world. No newspaper is completely objective and neither 
is any newspaper man. Even in the choice of what is to 
be printed, an editorial policy must be followed and the 
news which reaches the public is selected, sometimes with 
a large degree of objectivity and adherence to standards but 
often with the intention of influencing public thinking to- 
ward a specific policy. The greater the concentration of 
ownership of these means of communication with the public 
the less freedom the public has to read all sides of any 
given issue. That is why I believe our controls on monopoly 
cannot be too strict. 

Another restriction on freedom of the individual who is 
engaged in the mangement of productive enterprise is the 
necessity of obtaining capital for that enterprise. If sources 
of capital are limited and control concentrated, enterprise 
is very likely to be forced to sacrifice some of its freedom 
of action in order to obtain funds. So one objective of 
Government, it seems to me, is to adopt a policy which will 
insure the freest possible flow of capital and particularly 
venture capital, preferably from the people themselves, 
spreading the risk over a very large number of individuals, 
rather than having it concentrated through some lending 
institution. 

The role of social security in our system is important, 
but should be kept subordinate to our primary goal of pre- 
serving the freedoms of the individual. The role of social 
security, as I see it, is to adequately take care of the in- 
evitable casualties in a competitive private enterprise econ- 
omy, but not to furnish a high guaranteed standard of 
living to everyone regardless of the effort made by the in- 
dividual. 

Just as Government has had to step in and protect individ- 
ual rights and opportunities against great concentrations 
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of economic power in management of industry, so, I believe, 
Government must step in and protect individuals against 
the concentration of economic power in great unions. It is 
no more right for leaders of a union arbitrarily to deprive an 
individual of the opportunity to work than it is right for 
an employer to do so, but it is being done, as we all know. 
The tendency in some unions to impose artificial restraints 
on production and to trample roughshod over minorities in 
their own ranks must be checked. It is destructive of in- 
dividual freedom. To a large degree, union members as 
they become trained in the rights and responsibilities of 
union organization will do that job, but Government must 
stand ready to help. 

Government cannot afford, if we really intend to pre- 
serve freedoms of the individual, to tolerate a monopoly on 
opportunities by either unions or industry. When and if either 
one occurs, Government would have to take over both the 
management of industry and the control of union, an eventu- 
ality which I know both groups want to avoid. 

This may sound like radical doctrines to some, or reac- 
tionary doctrines to others. The fact is that the great 
majority of us are conformists and make many of our deci- 
sions in life under the spur of fear of economic security. 


To a certain degree that fear is prominent in motivating 
all of us and dominant in some. But there is a great danger 
that in striving for economic security, particularly through 
Government, but to a lesser degree in the policies of in- 
dustry and great labor unions, we finally achieve security 
for all at the expense of freedom for the individual. In 
other words, we leave little or no opportunity for leader- 
ship, we leave no chance for the non-conformist, whether he 
be a crackpot or a genius. To make our democratic system 
work, we must have leadership—men and women who are 
willing to fight and risk all for new ideas and ideals. In 
industry, it is the non-conformist looking for a better way 
to do things who has contributed most to our progress. If 
the time ever comes when leadership, men and women who 
differ from the mass and have new ideas, have no alterna- 
tive but conformance or starvation, then we will have lost 
our freedoms. 

We can best guard against that eventuality by keeping 
our sights on our primary goal: the fuller achievement of 
equal rights, freedoms and opportunities for all individuals. 
We seek, not just jobs, any kind of jobs, for 60,000,000 
Americans, but 60,000,000 job opportunities for free 
Americans. 


Religious Idealism Behind A Realistic Peace 


A CHRISTIAN ERA IN REALITY 


By WILLIAM MATHER LEWIS, President of Lafayette College 
Delivered before a Conference to Study the Organization of Peace, New York, November 10, 1944 


HE title of this talk—Reticious IpEALIsM BEHIND 

A Reauistic PeEace—is not of my choosing. The 

directors of this conference, aware of the fact that 
college presidents have but one address, which they present 
under various intriguing titles to different audiences, have 
attempted a coup d'etat by forcing this designation upon me. 
This being the case, I feel perfectly free to say anything 
about the matter that I wish. 

This title carries the general implication that idealism and 
realism are mutually exclusive terms. The dictionary justi- 
fies this point of view, for it tells us that idealism is opposed 
to realism. But unless at this moment of opportunity and 
of crisis we can abolish this conception; can fuse these ideas; 
unless indeed we can make idealism realistic and realism 
idealistic, then even before the guns cease firing we shall be 
on the road to a third world war, we shall have lost our 
chance to live and move and have our being in a truly peace- 
ful society. 

Historic events bring forcibly to our minds the important 
part which comebacks play in the affairs of men. General 
MacArthur escapes from the Philippines in a small boat with 
a handful of companions after a crushing defeat, and now 
returns with a mighty army and navy to punish the invader. 
Marshall Joftre turns certain defeat into victory at the 
battle of the Marne; Napoleon Bonaparte returns from 
Elba; Gene Tunney gets up off the floor after the long 
count to win the heavyweight championship of the world. 

History offers no more striking example of a comeback 
than the story of Woodrow Wilson. I recall that as I 
walked to my office in Washington one bleak morning I 
passed the foot of S street, and there I saw kneeling on the 
damp pavement a little group of men and women. Inside 
the house before which they prayed there died a heartbroken, 
defeated man who had seen his cherished plans for permanent 
peace smashed by a wilful group. ‘Today Woodrow Wilson 
is a vital, living force in the world, and in the national cam- 


paign which culminated Tuesday neither political party 
dared ignore him. At Dumbarton Oaks his spirit presided at 
the council table. This stone which the builders rejected has 
become the head of the corner. This so-called impractical 
idealist is today recognized as a profound realist. The change 
in the public attitude suggests an ancient example of come- 
back; the prodigal son who turned his back on his home, 
ran into difficulty and then returned to find happiness. To 
me, the important statement in that story is not that having 
to do with riotous living or hunger or distress; it is this: 
“And then he came to himself.” The great mass of thinking 
Americans have come to themselves; not in time to avoid the 
loss of untold lives, as would have been the case had they 
heeded earlier the prophetic voice of Woodrow Wilson, but 
in time to kindle hope for better things ahead. Nations, 
like individuals, must come to themselves before they can 
contribute to the welfare of civilization. Germany can never 
be a part of progressive world movements until she awakes 
from her dream of a super-race and stops thinking of herself 
more highly than she ought to think. Yes, and the United 
States of America will never fulfill her high-sounding prot- 
estations of equality, until, for example she puts an end to 
the disfranchisement of negroes in elections. The time has 
come when we must cease theorizing and approaching prob- 
lems academically, when we must cease dodging great issues 
at home as well as abroad. Before any nation can come suc- 
cessfully to its hour of opportunity it must come to itself. 
When the prodigal son came to himself he arose and came to 
his father. Throughout the ages men who have come to 
themselves have indeed come to the Father—the Father of 
all mankind. At the moment they have found themselves as 
they have also found a great faith. Truly without spiritual 
awareness, without a universal religious idealism, men will 
not at this time assure a realistic and an abiding peace. 
Secretary of State Robert Lansing expressed a profound 
truth when he said, ““The new era, born in blood and fire on 
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the battlefields of Europe, must be a Christian era in reality 
and not alone in name. The years to come must be years of 
fraternity and common purpose. International injustice must 
cease.” 

But we made the era of which he spoke a Christian era in 
name only ; we allowed the so-called realists to sow their seed 
and again we reap the whirlwind. But again we have a 
chance, perhaps the last chance, to see that this nation under 
God shall have a new birth of freedom. What will we do 
about it? 

Postwar plans pour out of committee rooms and confer- 
ence halls by the ream. A recent cartoon depicted a husband 
and wife returning from a dinner party. The wife turned 
to the husband and said, “I was never so humiliated in my 
life; you were the only man at the table tonight who didn’t 
have a postwar plan.” 

Now we shall never acquire lasting peace if we wait for 
the perfect pattern of a peace plan worked out to the last 
minute detail. I served as a member of the committee which 
prepared a report on a righteous peace for the General As- 
sembly of the Presbyterian Church. I am proud of this 
statement which it contains: “It is not the task of the church 
to prepare in detail a peace program. Such a task involves a 
knowledge of economics and politics concerning which the 
church has no infallible judgment. We can provide no blue 
print with accompanying specifications, but we can point out 
the moral pathway which those who plan for tomorrow must 
take. The duty of the church is clear; it is to state the 
Christian principles upon which any new world order must 
rest. What these principles are we well know; they are 
everywhere present in the New Testament and are set forth 
in the standards of the church. They speak in terms of 
eternal values and demand an ever widening application to 
all life. Walk worthy of the vocation wherewith ye are 
called, with all lowliness and meekness, with long-suffering, 
forbearing one another in love; endeavoring to keep the unity 
of the spirit in the bond of peace. Here is the ideal after 
which we strive.” 

We know the Christian principles upon which any new 
world order must rest. But knowledge is not enough. As in 
all fields of activity, there is here enough knowledge piled up 
at the mine mouth today to last the nation for the next 
fifty years. The trouble is that the transportation facilities 
are poor—that we are not successful in getting the knowledge 
from the place where we dig it out to the place where it can 


be converted into energy, in the hearts and minds of men. 

It is fine to have conferences of leaders where great issues 
are discussed, but often the results do not justify the time 
and effort put into them. When the war is over, if leaders 
do not take the necessary steps to avoid it there will be a 
widespread cynical reaction replacing the exaltation of war 
days and we will find ourselves back where we were in the 
roaring '20’s. 

The church in America has on its rolls some 60,000,000 
members. What a power that would be if 50% or 25% of 
that number took their vows seriously. If we are to have 
religious idealism behind a realistic peace, we must in some 
way transfer the war dynamics to peacetime activity. Hun- 
dreds of thousands of people in America are for the first 
time experiencing the joy of unselfish service in the Red 
Cross, U. 8. O., the bond campaign and a hundred other 
altruistic activities. What if the church members among 
them would give that same effort to the great program of 
organized religion, to civic improvement, to social better- 
ment. If we are to have a just and lasting peace, back of 
Dumbarton Oaks or any other plan for the unity of nations 
in the bonds of peace, there must be an informed and de- 
voted public. How well do we know and how little do we 
heed the admonition of George Washington. ‘Promote then 
as an object of primary importance institutions for the gen- 
eral diffusion of knowledge. In proportion as the structure 
of government gives force to public opinion, it is essential 
that public opinion should be enlightened.” That such 
opinion is not enlightened at the moment may be proved by 
asking the average man on the street what Dumbarton 
Oaks is. Many think it is a horse race—others a picinic 
ground. It is for us to see that universal interest and under- 
standing is created in this great project. 

American politics were at their best at the time when the 
New England town meeting flourished. We should have 
similar meetings in every church throughout the land this 
winter, mobilizing our Christian forces for a lasting peace, 
making the voices of Christian citizens heard. 

We should work to eliminate petty quarrels between 
churches concerning matters of creed and dogma. The 
forces of Godlessness will never be defeated by a church “by 
Schisms rent asunder.”” How can nations live together in 
peace if church groups cannot? This is the time to demon- 
strate that religion really works. “Not by light nor by 
power, but by my spirit,” saith the Lord. 


Access to Raw Materials 


THE PEACEFUL MERGER OF WANT AND SUPPLY 


By HERBERT FEIS, Economic Adviser, Department of State, Washington, D. C. 
Delivered before the Academy of Political Science, New York City, November 15, 1944 


I. 


WO strong tidal rivers run through this raw ma- 

terials field—that of want and that of over-supply. 

If there were economic harmony throughout the 
world, these would merge tranquilly in satisfying fulfill- 
ment. But usually they have not done so. Many peoples 
have not been able to secure the supplies they sought, while 
nroducers have been familiar with poverty and uncertain 
tortune. I propose to discuss whether and how this can be 
avoided in the future. 


Il. 


The search for adequate supply established itself as a con- 
troversial international question as a demand for “‘access to 


raw materials.” Some of its expressions were unsullied and 
justified protests by industrious and capable peoples against 
the boundaries which history shaped and the restrictions on 
trade which governments imposed ; others were reflections of 
the plight of huge populations, miserably equipped for pro- 
duction, trying to live off scanty resources; while the most 
vocal were cries of resentment against more favorably located 
lands which masked designs of conquest. 

The quality of the question became debased during the 
thirties by the conduct of its leading exponents—Germany, 
Italy, and Japan. This search of these countries for greater 
supplies of raw materials and foodstuffs gradually trans- 
formed itself into a demand for the means of building 
enormous military establishments to hurl against the rest of 
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the world. Such was the half-guilt that was prevalent, and 
so deep was the wish to believe that war would not come 
again that we long hesitated to put the true interpretation 
upon these demands. At the time of their choice, these 
three countries appointed cannon as their spokesmen. 

No matter how adequate supplies may be in the future, 
they can never be sufficient to fill all the requirements of 
voracious competitive military programs; and should the 
world be burdened by such programs in the future, the prob- 
lem of need will never be banished. A very few countries, 
like ourselves and the USSR, might be able to maintain 
military forces of unlimited dimensions without seriously 
depriving ourselves of the means of satisfactory living, but 
other nations will not be able to do so. 

It is imperative that all peacefully inclined and indus- 
trious peoples find it easier to satisfy their needs than in the 
past. ‘Iotal supplies must be increased and they must be 
more satisfactorily shared. 

All countries, after the war, will be hard bent upon the 
improvement of their standard of living and the extension of 
industrialization. ‘These require greater supplies of food- 
stuffs, clothing and building materials and industrial raw 
materials. Clamorous claims will emerge everywhere, from 
countries like India and China which contrast their misery 
with life as seen in countries like the United States; from 
mature industrial countries like Great Britain, France, and 
Belgium, whose requirements of adequate supplies will be 
essential for the re-establishment of their economic life and 
the maintenance of their place in the world; from many ot 
the younger countries, such as the larger Latin American 
Republics, which pulse with eagerness to enlarge their manu- 
facturing activity. 

Such will be the components of the prospective demand 
tor adequate supplies on satisfactory terms, and each claimant 
will be quick to blame others, rather than itself, for any 
difhculties that may be encountered. For the conviction has 
grown that a sufficiency is within the grasp of all. Every 
moving picture that issues from Hollywood, every advertise- 
ment sent out by the manufacturer of tractors, every glowing 
essay that appears in the Moscow press is an incitement to 
this belief. 

Where do the obstacles lie to its realization? They are 
not apt to arise to any significant extent from direct hin- 
drances to the international movement of supply into the 
hands of those that can pay. Peace-time supplies of food- 
stuffs and raw materials, no matter where produced, tend 
to become available to all peoples on the same terms. 
Restraints and descriminations, while provocative and usually 
injurious, have been of relatively little importance; and I 
should not expect them to be of greater importance in the 
future if there is a fair assurance of prolonged peace. 

‘The obstacles lie rather in the general field of production 
and trade. Countries remain in want for foodstuffs and raw 
materials because they can neither produce enough them- 
selves or secure enough by trade with others. Correct those 
deficiencies and the question of want will disappear. 

I realize that I am only locating the obvious. But there 
is a new pleasure in doing so—for the obvious may be moving 
into the sphere of the attainable. Granted peace, every 
country in the world will be in a better position to satisfy 
its needs trom its own resources and working effort than 
ever before, as a consequence of new forms, methods, and 
types of production and transport. 

1 will not enter into a recital of the multiple ways in 
which the increased power of production manifests itself. 
An evening spent with the sober studies of the Department 
of Agriculture, Bureau of Mines, or even the Statistical 
Abstract leaves a startling sense of a future where farmers 
will no longer be defeated by fatigue, by pests, by wrong 


selection of crops, by weather, by drought, or by floods; 
good but dry lands will be made irrigable; good but wet 
lands will be drained; remote lands will become accessible; 
hidden oil deposits will be discovered; heavy ores will be 
cheaply mined and moved; new rich yielding plants will 
create a new fund of production; new metals, like magnesium 
and aluminum, will pour forth in volume, along with the 
new synthetic products. The war has given new indication 
of the fact that with the exception of some minerals close 
to exhaustion, it may be easier to increase supply than to 
curtail it. 

These are possibilities that all countries can, to some ex- 
tent, bring to realization. But not merely by wishing; they 
require much capital, expert knowledge and systematic ap- 
plication—and not only by few but by many. Thus it may 
be noted, by way of digression, that while they provide a 
promise of great improvement everywhere, the difference in 
the relative situation of those countries that are well supplied 
with capital and effectively trained in the new methods of 
production, and that of countries which lack these advantages 
may become greater, not less. The impulse towards pro- 
ductive growth, and the power to achieve it flow out of a 
few great centers—like the United States—whose destiny 
it becomes to revolutionize the world’s working effort and 
return therefrom. Whether we shall gain therefrom peace 
and friendship, or simply stir restless rivalry and resent- 
ment, will be the great test of the size of our own and 
others’ natures. 

Even though all countries make skillful and industrious 
use of their new productive opportunities, none will be able 
to satisfy al] its important wants from its own production, 
and most will have to rely on procuring from others a great 
variety of raw materials it cannot produce, or only produce 
most disadvantageously. The countries that possess large 
resources and ample supplies of capital can make the most 
effective use of their working effort by trading with others; 
the countries that lack these elements of productivity must 
trade with others to obtain essential supplies of raw ma- 
terials and the equipment for making domestic production 
more effective—which, in turn, would improve their trading 
capacity. 

Less than in past times would persistence of shortages 
tend to reflect the penury of nature or the ineffectiveness of 
human effort; they would relate more decisively to the 
ability or willingness of independent national states, in con- 
cert, to distribute their productive activity in such a way 
as to permit each other to thrive. If trade is harshly bur- 
dened and restrained, bitterness about access to supply is 
certain to infect the future. 


III. 


In the immediate post-war years, the movement of raw 
materials and foodstuffs from the countries that produce 
surpluses to those who need them will have certain tem- 
porary abnormal characteristics. —The countries whose hold- 
ings of gold, dollar and sterling balances have been greatly 
enlarged in the course of war (for example, the European 
neutrals, India, the Latin Republics) will be able to satisfy 
their demand far more effectively than before. Others whose 
wealth and external assets have been destroyed or drained 
by war, and whose requirements will be imperative, as for 
example, Great Britain, will be in a worsened position. 
They present a need for financial aid of an emergency 
character—to which I have little doubt we will in reason- 
able measure respond if the political omens are favorable. 

A worrisome problem of correct timing of the flow of our 
aid and investment is to be anticipated. Prospectively in the 
first, say, two years after the war, our producers of food- 
stuffs and raw materials—in many, if not all branches— 
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will find full employment for their energies on satisfactory 
terms. The demands of many foreign countries will, as | 
have just observed, be unusually intense and unusually 
effective because of their possession of the dollar assets that 
they have not been able to spend during the war; simulta- 
neously, through Lend Lease or otherwise, we shall be assist- 
ing the less favorably situated countries. If no precaution 
is taken, events may repeat the cycle of boom and bust that 
occurred after the last war. When war-born accumulations 
of dollar purchasing power have been reduced and recon- 
quered lands have been returned to production, and emer- 
gency financial programs lapse, will there be purchasers for 
the great flow of American exports that will have been sus- 
tained? The only avenues of escape from this dilemma 
would appear to lie in the possibility of greatly increased 
American imports and use of foreign sources, and in reserving 
the flow of American long-term foreign investment for the 
time when it may serve as a balancing element. 


IV. 


This trend of thought leads the mind to the reverse side 
of the raw material and foodstuff situation—the plight of 
the producers, especially in those branches that are largely 
dependent upon external markets. The aim of the producers 
in every country is to retain or improve their economic place 
and position. They are eager to use their full productive 
powers, but on their own terms. 

The only chance of achieving this lies in the possibility 
of a great permanent enlargement of effective demand closely 
balanced with the flow of each or the multitude of products. 
This would bring sustained employment to the producers, 
make great shifts in productive activity unnecessary and 
dispel the need for any measures of regulation or control. 
It is a consummation devoutly to be wished. It is the path 
of growth in improving economic welfare. It is the natural 
balance of which economists dream. 

But if I appraise correctly the productive significance of 
the new knowledge, new machines, and the new sources of 
supply, the outflow of many raw materials and foodstuffs 
products may tend (once the great needs left behind by 
war are satisfied and reconquered lands returned to pro- 
duction) characteristically to exceed the quantities for which 
there will be effective demand at prices that will be deemed 
satisfactory. ‘The support and encouragement of national 
governments eager to avoid dislocations and responsive to 
group demands will augment this tendency. Furthermore, 
in the absence of regulatory measures, it is probable that 
great fluctuations of prices and stocks that have occurred 
in the past will repeat themselves. 

Should tendencies of this sort appear, what course should 
policy follow? There are many who believe the only satis- 
factory course would be to accept the dislocations as the 
price of progress, resist the demand and permit the processes 
of competition, national and international, to have their full 
and conclusive consequences. This would require national 
governments to abstain from all actions that moderate or 
supplant competition, whether domestic or foreign; to permit 
prices and incomes of their producers to decline to the level 
determined by the market and to find satisfactory occupation 
for the human beings who lost in the battle. Producers 
would not easily give up—experience shows. Each would 
strive to stay in the ring as long as he had the means of 
doing so, or a glimpse of hope that circumstances might turn 
or governments come to his rescue, 

A policy of this kind might be possible and justified if 
the dislocations are not serious and prolonged; and if alter- 
native uses for men and resources were easily available. 
Otherwise it would not be. Even now national legislation 
in all the countries which are large-scale producers of food- 


stuffs and raw materials provide minimum guaranteed re- 
turns for producers, protection against external competition 
and funds wherewith better to struggle for available mar- 
kets. In the better conceived national programs such measures 
accompanied or supplemented by others designed gradually 
to re-direct production into fields where effective demand 
is sufficient and growing. The hastier expedients rest on a 
faith that chance will provide a solution, or that the budget 
can eternally bear the burden. 

In the event that future supplies of many raw materials 
and foodstuffs prove to be greatly in excess of acceptable 
demand—purely national programs and efforts at adjust- 
ment would be inadequate and unsatisfactory. They would 
cause the retention of trade restrictions, stimulate currency 
depreciation, incite export rivalries, and mean great in- 
stability in price. The few countries which derived most of 
their supplies from abroad might benefit from the struggle 
among the others; but even this is doubtful. 

The mind is led to search for stabilizing and reconciling 
international measures—though recognizing, first, there can 
be none so satisfactory as an harmonious growth in effective 
demand for all that may be produced and, second, that pro- 
ducers in these fields cannot enjoy steady employment and 
prosperity unless producers in other fields likewise do so, 

There are three types of measures in this field worth con- 
sideration: first, the so-called buffer stock plan; second, 
supply regulation plan; and third, the international pooling 
of supplies or stocks. I shall comment on only the first two 
of these, for time is short and the third proposal would take 
us into remote conjecture as to the willingness of nations to 
share their wealth. This, in substantial measure, has been 
done as between the chief fighting United Nations in the 
course of the war under the direction of the Combined 
Boards. But during this period there was no problem of 
unemployment to be reckoned with and the participants were 
prepared to discard financial considerations. With a plea 
that the experience and performance of the Combined Boards 
during this war receive reflective and sympathetic considera- 
tion—especially as an instrument for distributing and _ in- 
creasing the flow of any products that may be short supply, 
I pass on to the other two. 

The conception of the buffer stock plan is that govern- 
ments should jointly act to purchase products when in such 
ample supply that they are depressing markets; and to sell 
products when they are in such short supply that their price 
is increasing greatly. It is conceived that this buying and 
selling would be a means of stabilizing both prices and the 
flow of income to producers, while simultaneously adjusting 
supply to effective demand. As expressed by the Chairman 
of the British Delegation to the United Nations Confer- 
ence on Food and Agriculture, the program “. . . should 
aim at combining a short period stabilization of prices with 
a long period price policy which balances supply and demand 
and allows a steady rate of expansion to the more efficient 
producers. It should be possible to achieve these aims through 
variations in the price at which the authority controlling 
the buffer stock is a buyer and seller.” 

In the conceptions that have been advanced by the tech- 
nicians the authorities in charge of the buffer stock opera- 
tion would modify the basic price range which they strove 
to maintain as necessary to keep the market stable; they 
would lower it when faced with a persistent excess of sup- 
ply, (thereby avoiding the accumulation of unmanageable 
surpluses), and would increase it when they wished to call 
forth greater supply. 

There may be a few commodity situations in which this 
method of price stabilization could be safely and effectively 
employed without any accompanying regulatory measures. 
However, as a general method, I believe it would result in 
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failure. Among the several reasons for this judgment, the 
most compelling one arises from the probability that the 
controlling authority would almost inevitably bind itself, 
subject to the dictation of the producing interests in the 
various countries. Characteristically, it would always be 
forced to maintain prices that would enable the less efficient 
producers in each competing country to survive, and the 
we efficient among the competing countries (or rather those 
with the higher money costs of production). If a country 
believed that prices maintained would injure its position, 
it would stay outside the plan and take advantage of 1 

If these anticipations are correct, buffer stock plans, by them- 
selves, would stimulate supply to outrun effective demand; 
and barring ; the possibility of sustained great military require- 
ments, the burden of absorption placed upon the plan would 
tend to become unsupportable. Thus, as a general method, 
| believe any buffer stock program, by itself, inadvisable. 
It might prove satisfactory as a short-term instrument for 


graduating the liquidation of a few abnormal and particu- 
lar surpluses that may exist immediately at the end of 
the war. 

Analysis is led, thus, to concern itself with possible arrange- 


ments for the regulation and adjustment of production (or 
alternately, according to the position of the country in rela- 
tion to the commodity, of stocks or exports). Many of us 
are familiar with and have pondered over the various inter- 
national supply regulation plans that are, or have been, in 
existence—such as the agreements on rubber and tin, tea, 
coffee, and sugar. Agreements of this type, if formulated 
and directed with long-sighted moderation, have important 
potential merits. They could have the merit of effective- 
ness; that is, they could bring about an adjustment of sup- 
ply and effective demand in a tolerably satisfactory and stabil- 
izing fashion. They could reduce the arc of price change 
between good times and bad and lessen the minor changes 
of more ordinary periods. They could soften the friction 
between competing producers of different countries in ex- 
ternal markets, lessen the demand each makes upon its 
national government for assistance in the struggle, and relax 
the drive to secure exclusive opportunity. Finally, they could 
operate effectively without placing burdens on public budgets. 

‘These are all hypothetical possibilities, nothing more; but 
as such they justify careful consideration of the use of in- 
ternational supply regulation plans, when a need for con- 
certed action clearly displays itself, when the alternative 
is marked depression for producers, on clearly forecast irreg- 
ularity of prices and outlook and envenomed competition 
for markets. 

Many dangers and difficulties will be encountered in the 
use of such plans. It would be regrettable if they were used 
permanently to dam back the swelling volume of useful raw 
materials and foodstuffs that the world is now in a position 
to produce; to keep the world, as it were, permanently on 
rations. Any such outcome would mean, in essence, that 
countries agreed to remain the poorer, because they were 
unable to agree upon terms of shifting about their productive 
effort so that they might all be richer. 

Supply regulation plans can be, and usually in the past 
have been, used to secure too favorable prices and income 
at any rate, the more efficient producers. This 
burdens consumers and, at times, restricts employment. They 
can also operate to discourage the emergence of new and 
more efficient sources of supply, thereby again, being unfair 
to the consumer and unjust to the country whose develop- 
ment is checked. In short, they may degenerate into selfish, 
emi-monopolistic controls that neither satisfy wants on fair 
terms nor stimulate economic growth. 

Such possible faults in operation indicate that if they are 
to have a place in international economic arrangements they 


receipts for, 


must be public instruments, not private accords among pro- 
ducers. None should be entered into without the consent 
and cooperation of the producers affected; and usually it 
would prove advisable to grant the producers considerable 
initiative and responsibility in the formulation, and even the 
negotiation, of the program. But all arrangements should be 
subject to government approval, accountable to government 
for operations and subject to ultimate government control. 
Only in these ways could there be sufficient assurance of 
striving to serve the public interest. 

Furthermore, both in the negotiation and the operation 
of each agreement, the governments of the importing 
countries should have influential representation. This would 
be necessary to assure that the price aims that governed 
recognized the buyers’ needs, did not restrict production or 
supply too rigorously, and did not suppress firmly new 
sources of supply. Consideration might be given to the pos- 
sibility of providing that if, on several successive occasions, 
representatives of consuming countries condemned the deci- 
sions of the regulating authority, the plan should be ter- 
minated. 

The construction of any arrangements of the type sug- 
gested would require the successful reconciliation of two 
very complex sets of human relationships; and might prove 
impossible. It would require, first, that bargains be struck 
and mutual confidence established between supplying coun- 
tries eager to get large income from their sales and purchasing 
countries eager to get their supplies at the lowest possible 
cost. Suspicion and quick seizure of every turn of circum- 
stance by every party has been the rule in this relationship. 
These could be converted into one of trustful cooperation 
only if the producing countries accord importance to ampli- 
fying the employment possibilities of large sales at low prices 
and accept the fact that the buying world is entitled to se- 
cure its supplies, in general, from the cheapest sources; 
while, in their turn, buying countries recognize that they 
also suffer from vast fluctuations in prices, and that their 
export trade is also injured if the producers of foodstuffs 
and raw materials in other countries are depressed or suffer 
extremely abrupt dislocations. Such is the area of mutual 
interest, out of which agreement would have to be won. 

The second delicate set of relationships would lie between 
the private producers and the government. In those com- 
modity fields in which a country produces a surplus for ex- 
port, international supply regulation plans would usually, 
though not always, involve some form of governmental regu- 
lation or restriction of exports, stocks, or production, or 
some combination of the three. This restraint might be light 
and easily tolerable or it might be rigorous and confining; 
it would differ in each instance. 

Whatever its form and measure, it will be regarded in 
many quarters merely as regimentation or the forced pre- 
vention of useful production, or both. Events would justify 
such a criticism of the policy if the policies followed ham- 
pered the freedom of producers injuriously rather than con- 
structively, or substantially curtailed the volume of produc- 
tion that could find a decent and natural market. But other- 
wise the criticism would be apt to yield to experience. 

Opposition to any form or measure of governmental regu- 
lation of supply has sometimes been most vigorously expressed 
by those who are not ready to permit the forces of competi- 
tion, national and international, to work themselves out to 
the bitter end. Often, the demand for complete freedom is 
in reality an assertion of the right of all producers to pro- 
duce as much as possible at a price guaranteed to them by 
some form of government action. 

The actual alternative to concerted international action 
would not be, in most cases, that of permitting the producers 
unhindered and without special assistance to sort themselves 
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out by the test of competition, national and international ; it 
would be a battle between protected and subsidized pro- 
ducers in different countries to widen their foreign markets. 
When and as such policies as these prevailed in many lands, 
bitter and disturbing international clashes would occur. 
Judgment in this matter must take account of the fact 
that while the technique of production changes with great 
rapidity, producers cling fast and hard to their occupations 
and their investments and national governments are increas- 
ingly given to fight the battles of their producers. The actual 
choice may often be between some form of only half-satis- 
factory international regulation program and a series of 
disorderly, competitive and disturbing national programs 


which bring neither stability or enlarged trade. Our policy 
cannot be the virgin child of theory or desire. It must be 
conceived in contact with the whole outsids world. 

In the past, the races of men have suffered for the lack of 
the means to nourish their bodies and clothe their dreams. 
They have now come into possession of the knowledge and 
instruments by which, with patient and peaceful labor, they 
should be able to do so. It would be a tragedy if they failed 
because they could not agree upon satisfactory arrangement 
for the distribution of their working effort and the terms 
whereby they served one another. We must learn to engineer 


a tranquil merger of the streams of want and abundant 
supply. 


The Future of the South 


ECONOMIC PROBLEM NO. 1 
By JAMES A. FARLEY, Chairman of the Board of The Coca-Cola Export Corporation 
Delivered at the annual Banquet Meeting of the Alabama State Chamber of Commerce, Birmingham, Ala., 
November 16, 1944 


E live in a country great in spirit, in might, in 

courage, in humanity. The mainspring of its great- 

ness is the freedom of the individual. Our Demo- 
cratic way of life, our Bill of Rights and all our institutions 
are but expressions of that freedom. Our national sover- 
eignty is lodged in that freedom. “That we could in the 
midst of a world war, you may say at the very crisis of that 
war, exercise that sovereign right in free elections on Novem- 
ber 7th, is the most convincing proof to ourselves, to the 
world, and particularly to our enemies, of the greatness of 
our country and the vitality of our institutions. 

Contrast this with Nazi Germany where a Fuehrer, but- 
tressed by the Gestapo, dictates the policies of the State and 
the action of its people, and you have the very issues of the 
World War—the eternal struggle of free men against brutal 
arbitrary force. 

But to me an ever clearer measure of the greatness of our 
country is the fact that as soon as our people rendered their 
sovereign verdict at the elections we freely and promptly 
closed the ranks and, with a united might and replenished 
vigor, are backing the President, our Government, and our 
forces for an early victorious termination of the war and 
a permanent establishment of peace. 

Truly it may be said that necessity is frequently the 
mother of invention, and this old saying may be applied to 
the situation in which your great Southland finds itself. 
You have long followed the aftermath of the ravages of 
war, and while no section of this country, from the closing 
uf the War Between the States, to this time, has lost any 
ground to speak of, some have ventured forward on a con- 
tinual program of progress while the South was forced to 
mark time. It has been stated that it was more than fifty 
vears before the economic budget of the South reached the 
proportions of even 1861. 

Your section was never an industrial section; the climate, 
the soil, the rain-fall, and the way of life of which its first 
settlers were enamored, shaped it into a great agricultural 
area. And the type of labor available before the War Be- 
tween the States fixed definitely, for decades, your use of 
the land and your method of securing a living. 

It has been only in recent years, with the full develop- 
ment of natural resources in certain other areas, and the 
exhaustion or near exhaustion of many of those natural re- 
sources, that the eyes of the nation have been turned south- 
ward and that we have found throughout this land of yours 


a great wealth of natural resources, barely scratched or 
wholly untapped. Few states in the Union are so blessed 
atop of the ground and under the ground as your State, 
Alabama. Large industrial concerns have found this out 
years ago, and have rapidly developed it, but with the com- 
ing of the war, and the necessity for expanding the produc- 
tion necessary to sustain the armed services, great impetus 
has been given to the development of the whole South, and 
particularly your own State. Your State has enjoyed larger 
contracts for erection of plants and development of properties 
than any other Southern State. This was not because you 
were named “Alabama” but because within the confines of 
the State called “Alabama” the Divine Creator had de- 
posited that which was necessary for men at the time. 

While for many years the eyes of the Nation have been 
turned to the South as a general source of underground de- 
posits of great value, and as a great agricultural area, the 
public was not fully conscious that you had also in this 
area the largest untapped reservoir of labor. I think it was 
only natural that industry would think that an agricultural 
people largely consisting both of blacks and whites, might 
not have the skill and techniques that would go with indus- 
try—that they might not be capable by temperament and 
experience to be taught to master intricate operations to the 
degree required for skilled avocations. But because of this 
reservoir of labor, the open climate and the fair price of 
materials, many great establishments were erected through- 
out the South. The great industrialists of the Nation have 
found in this population of yours men and women who are: 

First; 100% loyal, and take second place to none in 
patriotism and love of country; 

Second, Industrious ; and 

Third, Capable of training to any degree of skill. In- 
deed, I am told that work to one thousandth of an inch 
in accuracy is being turned out in many plants throughout 
this section by people who a year or two ago never dreamed 
of holding a job in production. 

So I say that the necessities of War, which turned the 
eves of the Nation to your section and to your State, and 
the large experiments that had to be inaugurated by virtue 
of that necessity, proved the case beyond any shadow of 
doubt and caused the invention which will accrue to the 
benefit of your section, and to the benefit of this Nation. 

There are great difficulties in a lack of balance between 
industry and agriculture, and from this unbalance many 
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problems arise. Very thickly populated areas in any nation 
suffer from lack of proximity to the requisite products of 
yrain, fruit, vegetable and animal matter, to sustain them 
from the standpoint of food. The agricultural area on the 
other hand distinctly suffers from the proximity of manu- 


factured products and the lack of income which industry : 


produces both in the form of purchasing power and revenue 
for the Government, whether it be city, state or county. 
The ideal communities are those which flourish in perfect 
balance being sufficiently industrial and sufficiently agricul- 
tural. For this reason, I see in the offing a great day for 
this section and this area, with the expansion of its indus- 
tries until they become every year more nearly in balance 
with the agricultural. What this process will bring to you 
in buying power and prosperity in years to come is beyond 
the exact prediction of any man. 

Often we hear it said that the South is the last frontier 
in this Nation. I have often wondered and analyzed what 
this means. Certainly it was the first part of the Nation 
to be settled; the Virginia Colonists landed in 1607 and 
the movement of people from that original State of Virginia 

North, South and West, spread to the Ohio, to the Mis- 
sissippi, and across the Mississippi—and so it is not a 
frontier in the matter of time, in the matter of settlement, 
in the matter of age, or in the matter of agricultural ex- 
pansion. Neither is it a political frontier. What the expres- 
sion must mean is that it is the industrial frontier—that 
it is the section of the Nation where industry has developed 
least and has more room for expansion. With this I agree. 
Lands necessary for industry are reasonable in price and 
available without limit; climate renders the cost of living 
much less than in the frozen areas of the Nation with their 
arduous Winters, meaning an amazing saving in the character 
of houses that must be built for employees, in the installa- 
tion cost of heating apparatus and in fuel requirements. 
Proximity of agricultural products renders food available in 
iberal quantities and at reasonable prices. Expense of cloth- 
ing is considerably less than in the cold areas. The prox- 
imity of all building materials—this being a great timber 
area, with deposits of sand and rock, enables any industry 
to erect its buildings at a material saving in cost. Taxes 
are not unreasonably high. Power from water is available 
everywhere, and now that knowledge has been gained of 
labor, the entire analysis indicates that men of vision and 
of wisdom will, more and more, locate establishments here. 

In locating establishments, two primary things must al- 
ways be considered: First, the proximity of raw material, 
which is the production approach. This includes the location 
of raw material, their transportation to the factory, the 
cost of land and the erection of buildings, the availability 
of satistactory labor, the prevailing standards of hours and 
wages. This is problem No. 1. On the other hand, in 
comparatively recent times, businessmen have begun to 
weigh more and more the other aspect,—viz., distribution 

the facility of getting the finished product to the con- 
sumer. ‘This naturally raises the problem of assuring enough 
consumers. Now in this great Southland there are millions 
of people with wants and needs—probably more wants and 
more needs, and, up to now, less ability to satisfy them than 
in most other sections of the Nation. As we bring industry 
into balance with agriculture, more millions in the South 
will be able to satisfy, through increased incomes, their eco- 
nomic needs and desires. Therefore, in a distribution sense, 
there is a great and amazing potential demand in this area 
which must be met and can be met by proximity—having 
the articles near the demand. 

Agricultural implement companies are looking around over 
the South to find possible locations for factories—and why 


not? Raw materials are available, power is available, trans- 
portation is available, labor is available, and one of the 
largest markets in the world for agricultural implements 
lies within this area. This may be said of countless other 
things. Indeed, this very Chamber of Commerce I am ad- 
dressing could no doubt have its Secretary rise here in this 
meeting and read out the names of six or eight hundred 
concerns, large and small, who are at this time looking in 
this direction and considering locating here. 

At one time the President of the United States, upon a 
survey which he had made, described this section as Eco- 
nomic Problem No. 1. This caused great comment—in the 
South arose many critics of this remark, and many defend- 
ers of your land. I want to call your attention particularly 
to the fact that the President indicated you were only Eco- 
nomic Problem No. 1; he made no reference to your charac- 
ter, your breeding, your glorious land, your traditions, your 
customs and habits, your beliefs. He referred only to your 
economic situation, and I think upon careful analysis, facing 
the truth, and studying the figures, the soundness of his 
remark must be admitted by everyone. 

The economic wealth that inevitably leads to the enrich- 

ment of the finer things of life through education, travel, 
art, literature, and the sciences, comes from increasing the 
buying power of the consumer. This, under normal condi- 
tions, can only be done by earnings—by the sweat of one’s 
brow. ‘The South’s population, because of its agricultural 
dominance, has, as a rule, a lower total gross income in 
dollars per average family than other parts of the Nation. 
It has, at the same time, generally a higher birth rate per 
thousand, a higher death rate per thousand, and a lower 
attendance per thousand at school. I name these not as re- 
flections but because they all go directly to this matter of 
income. The per capita dollar income by states ranges from 
Mississippi on the bottom through South Carolina next, 
Kentucky next, Alabama next, Tennessee next, Georgia next, 
North Carolina next, and so on. The per capita income in 
many of these Southern States is less than half of the per 
capita income in other sections and the reason is largely 
that the other sections are highly developed industrially. 
So I say without fear of contradiction that the more industry 
you can induce to establish itself in the South, whether con- 
cerns coming to the South from other regions or concerns 
started here by Southern men with Southern capital—and 
the more highly industrialized you become, until you bring 
agriculture and industry into balance, the greater your prog- 
ress, and that is Primal Requisite No. 1 for your section. 
You should direct your thought and your energies to this, 
for it is your future and your hope, and it is—in my opinion 
attainable. , 
You must consider the impact on industrial activity of 
your Constitution and Statutes, particularly your Tax Sys- 
tems. These have largely been built up to fit an agricultural 
community where we depend upon ad valorem Taxes for the 
great bulk of revenue. This, for the time, was as it should 
be, for by and large the wealth of a man in your area was 
measured by the land he owned, his buildings and proper- 
ties, his physical assets. In course of time, “assets” as a 
word was stretched to cover all bills receivable, notes re- 
ceivable, stocks, bonds, accounts, etc. I am neither a tax 
expert nor a lawyer, so I am not prepared to—nor shall I 
go into great detail in this matter—but I do invite your 
attention to the question whether your State Law places an 
undue share of the tax burden on the assets of an indus- 
trial enterprise, and so tends to impede the development 
of your section industrially. 

My opinion is that what the investor seeks most in select- 
ing his locale for an operation is stability—fair laws, fairly 
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administered and stable in character. No man can afford to 
invest funds—whether they be large or small, because small 
funds are large to the small man, in areas that lack staunch- 
ness, continuity and philosophy in Government. Constant 
change, new panaceas, wild theories in Government frighten 
investment away. Business is interested in the rate of bur- 
den, but even more interested in knowing that whatever that 
rate is, it is likely to be maintained fairly evenly, with sound 
application through a long period of time. Business needs 
steadiness and stability. “Take stock of your situation; elimi- 
nate unfair and arbitrary barriers; induce business to come. 

Make no effort to buy business! Now, what do I mean 
by that? You have a great and glorious section. It’s beauti- 
ful. It rolls. It has trees and forests, broadlands and flat- 
lands, streams and hills, and climate unsurpassed, and a 
people that are homogeneous—that are friendly—that have 
charm. Why shouldn’t one like to live here? There is both 
the need and the opportunity for business to employ these 
people to make products which can be exchanged for those 
produced by their neighbors at a profit to all. Say to the 
world, ““Come here, and consider locating here—you will find 
all I have said plus fair and equitable laws, justice wisely 
administered, and cooperation in every way.” I am not one 
who advocates giving to industries, free sites, years of tax 
exemption, special concessions and franchises, guarantees of 


roads and highways, waterworks, etc. Substantial concerns 
do not ask, or expect these baubles. The business that does 
demand them is worth looking into—it savors too much of 
speculation and too little of permanency; it rings too much 
of dream and too little of reality; it’s long on hope and 
short on know-how. Make up the bed with a good mattress 
and a good spring, have clean linen and let the bed be invit- 
ing, but charge the going rate for the lodging. 

My knowledge of this Nation, my long association with 
innumerable people from this section, my many visits to its 
cities and hamlets, my business association, have taught me 
to appreciate the South. I would have liked it and its people 
even if I had resisted, but I didn’t resist. One of my friends, 
Harrison Jones, has defined an Irishman—and is there any- 
one in doubt as to what I am—being one-half fight and one- 
half romance. If I know the history of this section and read 
the stories of all our wars, including this one, I know that 
every Southern man has that love of fight within him that is 
my 50%. And when I read of the days of glory, of the life 
you led, of its charm, of your halcyon days—when I breathe 
your air and the aroma of your flowers—whether they be 
flowers of earth, or flowers of Southern womanhood—lI sense 
deep in you that romance which is the other half of me. So, 


I close by expressing my great faith in the future of the 
South! 


Is the Profit Motive Anti-Social ? 


HUNGER FOR INDIVIDUAL RECOGNITION MUST BE SATISFIED 
By GLADSTONE MURRAY, Public Relations Counsel, Formerly General Manager of 


Canadian Broadcasting Corporation 
Broadcast at the Toronto Sunday Evening Forum, Toronto, Ontario, October 22, 1944 


T has been said “speech is precious; it should be used not 
to wound but to heal, not to darken but to enlighten, 
not to condemn for error, but to release from error.” 

If, however, in releasing from error one is obstructed by evil 
or ignorance one should denounce and rebuke. It is in this 
spirit that I address myself to a discussion of the profit 
motive. 

ORIGIN OF THE Profit Morive 

I daresay one of the earliest manifestations of the profit 
motive was when man, still in the tribal state, discovered by 
early experience that those tribesmen who wished to survive 
the rigors of winter had to accumulate both fuel and food dur- 
ing the other parts of the year. The desire to secure a margin 
above costs for oneself has been and is pretty nearly univer- 
sal. Moreover, the craftsman or office worker who seeks an 
increase of pay or promotion is actuated by the profit motive ; 
he wishes to get on in life, to do better for his dependents, 
and so on. 

As with other elementary human urges, the profit motive 
may be abused; it certainly is capable of being anti-social ; 
that does not mean, however, that under the proper controls 
and rules it is, or need be, anti-social. Those who criticize 
the profit motive usually advocate its replacement by the 
motive of “use’—on the face of it an attractive doctrine. 
But there is involved much more than appears on the surface. 


Osyectives DEFINED 


Before we reach the area of acute controversy, however, 
I believe it is possible to suggest a statement of objectives that 
most people of good will and understanding would accept. 
Here’s what we are aiming at: on the material side, freedom 
from want, abolition of mass unemployment, the widest pos- 
sible spread of prosperity; on the non-material side, intellec- 
tual and spiritual health; and in freedom, the sovereignty of 


the individual citizen. This individual sovereignty is para- 
mount in a machine age of mass production whether the 
economy be that of the Communism of Soviet Russia or of the 
capitalism of the United States; there is acute hunger for 
individual recognition—hunger which cannot be satisfied by 
material solutions alone. 


PRIORITY OF THE CoMMON Goop 


Some spokesmen of the Socialist or Communist solutions 
as of the free-enterprise capitalist solution fail to acknowledge 
that the collectivist principle has already been applied in some 
of our activities, likewise that the profit motive has not been 
abolished from the U.S.S.R. It is a truism which is now 
accepted that the Common Good is superior to the economic 
interest of any private group; it follows that the area for 
private enterprise should extend only to the limit of the 
ability of private individuals better to serve the Common 
Good. Beyond this limit, government enterprise can better 
serve the Common Good; moreover, in that part of the 
economy where private enterprise can better serve the Com- 
mon Good, the people through their government must devise 
and enforce the rules of the game. It follows also that the 
Common Good takes priority over particular creeds or doc- 
trines; thus we are not to sacrifice the Common Good in 
order to gratify the fanatic doctrinaire who opposes all 
compromise. 

THE Prorit Motive Property ConTRoLLeD 

The profit motive operates through the price system. As 
the conception of the Common Good is applied, the price sys- 
tem and the profit motive are not allowed to run amuck; 
monopolistic practices, the exactions of cartels, and measures 
of extortion are eliminated by law. Thus we have the profit 
motive applied through the price system under conditions of 
guaranteed competition with full legal safeguards of the pub- 
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lic interest. I do not claim that we have reached this stage 
vet, but I do suggest that we are on the road. 


‘THE ALTERNATIVE 


Suppose the profit motive were abolished, one has then to 
et up an alternative system ; the motive of “use” rather than 
the motive of profit. How this would work is fully ex- 
plained in Socialist literature. After The National Planning 
Commission had given expert advice, the Socialist adminis- 
tration would determine what would be produced and dis- 
tributed. As already mentioned, this is, at first glance, an 
attractive theory; instead of having goods produced in the 
ordinary commercial way, there would be a study of what 
things were really of value to the people and only these things 
and services would be made available. There would be no 
“hit or miss’; there would be conscious central planning. 
In Germany under their totalitarian scheme they have gone 
even further, they have established the function of Freizeit- 
gestalltung, which means the shaping of the use of the 
people’s free time. In the matter of the arbitrary determina- 
tion of goods and services to be produced and distributed, a 
Socialist or Communist administration in Canada would 
face not only the normal difficulties of effecting a revolution 
in the habits of citizens, but also the special difficulty that the 
profit motive would persist across the United States border. 
There has been some discussion in the correspondence col- 
umns of newspapers on what goods should be produced under 
the “use”? motive. Examples are found in the letter page of 
the Toronto Star. 

Writing in the issue of The Star of August 24th, 1944, 
Mr. Charles Negrych declared, and I quote: 


“Tf the C.C.F. was in power (as a federal government ) 
today there would not be any difference whatsoever in any 
luxury enterprise (such as concerns making expensive auto- 
mobiles, jewelry, expensive clothing, fancy non-essential 
foods, homes costing approximately over $6,000, etc.) ex- 
cept that the C.C.F. would try to prevent any sweat- 
shopping of persons engaged as employees in the luxury 
enterprises.” 


‘Two days later on August 26th, under the title “C.C.F. 
ind Luxuries,” there appeared this indignant rejoinder 
signed by Mr. Henry Gibson, and I| again quote: 

“I am both amazed and shocked at the letter from 
Charles Negrych which you published. I wonder with 
what authority he speaks on behalf of the C.C.F. I am an 
original member, and took part in the discussions from 
which the Regina manifesto emerged. And I can say with the 
full authority of this experience that when we come to 
power we are certainly going to have a lot to say about 
luxuries as about everything else in this predatory society. 
We are going to put a stop to the production of all goods 
and services that are not good for the community; this is 
essential if we are to apply the fundamental doctrine of 


x’ >) 


production for ‘use’ and not for ‘profit’. 


Acute difference of opinion is inevitable. The profit motive 
ind price system, with commercial enterprise, provide an 
automatic, rough-and-ready means of meeting the require- 
ments of the public in goods and services. When you substi- 
tute the “use” motive for the profit motive the decisions must 
be the result of conscious central planning, imposed from 
ibove. Of course in some countries it is easier to impose de- 
isions from above than it is in others. For example, the con- 
cious central planning of Soviet Russia began in conditions 
_favorable to regulation and with a general standard of living 
far below ours. Yet it is now common knowledge that the 
intensely practical genius of Marshal Stalin has never per- 
mitted rigidity of doctrine to impede progress in the light 
of practical experience. 





THE Rove oF SPECIALISTS 


The London School of Economics has become famous as a 
generator of dynamic thought in economics and _ political 
science. Harold Laski has been its chief protagonist of left- 
wing views; Sir William Beveridge, although more in the 
middle, is the unchallenged apostle of social security. Now 
the London School of Economics produces a front-rank 
economist and political thinker who challenges Harold Laski. 
| refer to F. A. Hayek, whose recent book “The Road to 
Serfdom” is regarded by competent critics as one of the most 
significant of this generation. 

In our predilections and interests we are all in some meas- 
ure specialists. As Professor Hayek points out, those who are 
planners by inclination or by training are almost all special- 
ists. And we all think that our personal order of values is 
not merely personal, but that in a free discussion among 
rational people we would convince the others that ours is 
the right one. The lover of the countryside wants above all 
that its appearance should be preserved, and that all the blots 
made by industry should be removed, no less than the health 
enthusiast wants picturesque but insanitary old cottages 
cleared away, or the motorist wishes the country cut up by 
big motor roads criss-crossing; the efficiency fanatic wants 
the maximum of mechanization, no less than the idealist who. 
for the development of personality, wants to preserve as 
many individual craftsmen as possible. All feel sure that 
their aim can be achieved by conscious central planning, and 
in this way only, and they all want planning for that reason. 
But, of course, the adoption of the planning for which they 
clamor, at once reveals the concealed conflict between their 
aims; indeed, the movement for conscious central planning 
owes its present strength largely to the fact that planning is 
still an ambition which unites almost all the single-minded 
idealists, all the men and women who have devoted their 
lives to a single task. The hopes they place in planning, how- 
ever, are not the result of a comprehensive view of society, 
but rather of a very limited view, and often the result of an 
exaggeration of the importance of the things they place in the 
forefront. Now in a free state of society such as ours this 
type of men and women has a very real value. But it would 
make the very men who are most anxious to plan society the 
most dangerous if they were allowed to do so—the most 
intolerant of others; from the saintly idealist to the ruthless 
fanatic is often but a step. Though it is resentment of the 
frustrated specialist which gives the demand for planning its 
strongest impetus there could hardly be a more unbearable 
or more irrational world than one in which the most emi- 
nent in each field were allowed to try to proceed unchecked 
with the realization of their ideal. Nor can “co-ordination,” 
as some planners imagine, become a new specialism. The 
economist is the last to claim that he has the knowledge 
which the co-ordinator would need; his plea is for a method 
which effects such co-ordination without the need for an 
omniscient dictator. And that means the retention of some 
such impersonal checks on individual efforts as those against 
which most specialists chafe. 


Minority ConTROL 


The profit motive under the price system, duly regulated 
and controlled so that the public interest is safeguarded, is 
certainly not an ideal arrangement; nor for that matter is 
any human expedient so far tried, but it works, it produces 
soods and services which most people want; its operation is 
simple, it is in fact, democratic. The alternative method, the 
“use” motive cannot by its nature be applied in a democratic 
way; it must be imposed. In a society which for its function- 
ing requires central planning this control cannot be de- 
pendent on a majority being able to agree; it would be neces- 
sary often that the will of a small minority be imposed upon 
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the people, and for this very good reason because the minority 
will be the largest group able to agree among themselves on the 
question at issue. Democratic government has worked success- 
fully where and so long as the functions of government were 
by a widely accepted creed restricted to fields where agree- 
ment among the majority could be achieved by free discus- 
sion ; and it is a merit of this creed that it reduces the range 
of subjects on which agreement is necessary to one on which 
it is likely to exist in a society of free men. It is sometimes 
said that democracy will not tolerate “capitalism.” If ‘“‘capi- 
talism” means here the competitive system based on free dis- 
posal over private property; the price system and the profit 
Motive, it is important to realize that only with this system 
is democracy possible; when it becomes dominated by the 
collectivist creed democracy will inevitably destroy itself. 


Democratic SociALisM IMPOSSIBLE 

That democratic socialism, the great “Utopia” of the last 
few generations, is not only unachievable, but that to strive 
for it produces something so utterly different that few of 
those who now wish it would be prepared to accept the 
consequences, many will not believe till the connection 
has been laid bare in all its aspects. 

Germany is the prototype of this development. There the 
suppression of competition was a matter of deliberate policy, 
and was undertaken in the service of conscious central 
planning. In the advance towards a completely planned 
society the Germans, and the people who imitate their ex- 
ample, are merely following the course which nineteenth cen- 
tury German thinkers mapped out for them. The history of 
the past hundred years is a good illustration of the truth that 
in social evolution nothing is inevitable but thinking makes 
it so. 

CoMPLEXITY AND PLANNING 


A current fallacy among the whole-hogger collectivists is 
that modern technological progress makes conscious central 
planning inevitable. It is contended that the complexity of 
our modern industrial civilization creates new problems with 
which we cannot hope to deal effectively except by conscious 
central planning. Also it is claimed that the increasing diffi- 
culty of obtaining a coherent picture of the complete 
economic process makes it indispensable that things should be 
co-ordinated by some central agency if social life is not to 
dissolve. I submit that this argument is based upon a com- 
plete misapprehension of the working of competition. Far 
from being appropriate only to simple conditions, it is the 
very complexity of the division of labor under modern condi- 
tions which makes competition the only method by which such 
co-ordination can be adequately brought about. If a single 
person or board could effectively survey all the relevant facts, 
central planning and conscious control would be feasible. But 
when the factors which have to be taken into account become 
so numerous that it is impossible to gain a synoptic view of 
them, decentralization becomes imperative. And once decen- 
tralization becomes necessary because no one can consciously 
balance all the considerations bearing on the decisions of so 
many individuals, the co-ordination cannot be effected by 
conscious control but only by arrangements which convey 
to each agent the information he must possess in order effec- 
tively to adjust his decisions to those of others. And because 
all the facts of the changes constantly affecting the conditions 
of demand and supply of commodities and services can never 
be fully known, or be quickly enough collected and dissemin- 
ated, by any one center or series of centers, what is required 
is an apparatus of registration which automatically records all 
the relevant effects of individual actions, and whose indica- 
tions are at the same time the resultant of and the guide for 
all the individual decisions. The more complicated the whole, 
the more dependent we become on the division of knowledge 
hetween individuals whose separate efforts are co-ordinated 


by the impersonal mechanism for transmitting the relevant 
information, known as the price system, and based on the 
profit motive. 


PLANNING FOR COMPETITION 


Compared with solving the economic problem by means of 
decentralization plus automatic co-ordination, the more ob- 
vious method of conscious central direction is incredibly 
clumsy, primitive, and cramped in scope. Fortunately man 
tumbled on a method by which the division of labor could be 
extended far beyond the limits within which it could have 
been planned. Any further growth of its complexity, there- 
fore, far from making central direction more necessary, makes 
it more important than ever that we should use a technique 
which does not depend on conscious control, Planning and 
competition can be combined only by planning for competi- 
tion and not by planning against competition. 


CHANGES OF ATTITUDE 


In considering economic conditions and organization on 
this Continent it is important to recognize that great changes 
are taking place in the attitude of management and owner- 
ship. Parallel changes are taking place in Soviet Russia. It 
is a fair observation that while Russia is retreating to an 
extent from the system of rugged collectivism we are retreat- 
ing to an extent from rugged individualism. The 19th Cen- 
tury conception of profit motive and free enterprise is thor- 
oughly outmoded; in its place has come the conception of re- 
sponsible enterprise, which lays down a creed of specific 
social obligations and responsibilities for both management 
and labor. Our kind of planning for competition and for the 
application of fair rules of the game can be conducted by the 
voluntary co-operative effort of labor, industry, agriculture 
and government. Things we certainly learn from Russian 
practice and experience include the value of incentive rewards 
in industry and the fallacy of undue rigidity in wages. Flexi- 
bility of wage structure will be an important factor in “shal- 
lowing” recessions, but I do not believe that it will be ac- 
cepted or can be applied without a considerable extension of 
profit sharing; this ‘is an important point. That the profit 
motive should be in its right place in our scheme of things its 
advantages should be available in the most obvious way to 
wage earners as well as to management and ownership. 
Akin to this conception and in line with enlightened thought 
is a revision of the idea that while management and adminis- 
trative staff in industry are classified as permanent over- 
heads, wage earners have been looked upon as temporary or 
seasonal employees; in a sense “expendable.” Once the prin- 
ciples of flexibility of wage reward plus profit sharing are ac- 
cepted, then industrial and agricultural workers should have 
as much security as any others. 


RESPONSIBLE ENTERPRISE 

The manager or owner subscribing to the creed of Respon- 
sible Enterprise considers it part of his paramount duty to 
safeguard the employment of his work people. Although de- 
pressions that create mass unemployment are to be eradicated 
—this indeed is essential to any tolerable future—there are 
bound to be recessions, compensated by advances, in the 
course of progress. The relatively small proportion of work 
people likely to be displaced in recessions of this kind can be 
easily taken care of: no longer are these people simply to be 
turned adrift and put on relief. The conception of steward- 
ship for continuous employment shared alike by management, 
government, and labor leadership is an essential characteristic 
of the new era. I believe that the profit motive operating 
through the price system, suitably regulated and controlled in 
the public interest, is fundamental to our free way of life. 
But I believe also that the profit motive, operating through 
the price system, without proper regulation and without 
social conscience, would lead to catastrophe. The enthrone- 
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ment of greed will not be tolerated. On the other hand, 

iide-bound architects of revolution, the people who threaten 

with violence those who advocate a middle road consistent 

vith freedom, are not declining either in numbers or in- 

fluence at nearly the same rate as the old-fashioned preda- 

‘ory capitalists. And perhaps this is not surprising. 
PROFESSIONAL AGITATORS 

The professional agitator thrives on dissension, misunder- 
standing and hatred. Hence the parrot cry of the Class war, 

pecially in this country where there are no class divisions 
or distinctions the professional agitator, masquerading as a 
Trade Union Leader, has to pretend there are conflicting 
classes in order to create the atmosphere of conflict. Authen- 
tic ‘Trade Union Leaders concerned with the well-being of 
the workers they represent, have nothing in common with 
these skilled traffickers in trouble. The attempt to deal in 
the bulk votes of whole sections of the workers without 
prior individual consent is typical of the “big-boss” methods 
more familiar in the U.S. than in Canada. But somehow I 
do not see any considerable number of our sovereign Cana- 
dian citizens giving proxies for their votes to carpet-bag, 
power-hungry agitators. 

THe PLace oF VETERANS 

| have heard it claimed that the veterans of the two wars, 
of whom there will be more than a million men and women, 
desire to resume their peacetime work with the profit motive 
abolished. As a veteran of World War I, and having had the 
chance of seeing a good deal of those serving in the present 
war as well, | have yet to encounter a veteran or a serving 
member of one of the armed forces who entertains any such 
idea. Next to having a chance to make a decent living and 
to get on in life, veterans are anxious to have their own busi- 
nesses or farms or to set up for themselves in a profession, 
or skilled trade. Most veterans have seen quite enough of red 
tape and regimentation and discipline for one lifetime. They 
yearn for as little Government interference as possible in the 
future. In the post-war period the veterans will be a power- 
ful factor in the community. They will, of course, co-operate 
in fundamentals but they are unlikely to take joint political 
action through separate veterans’ organization. Such separate 
political action would be a mistake unless all other measures 
tailed to secure them the treatment to which they are entitled. 
| would much prefer to see veterans strongly represented in 
the leadership and active membership of all political parties, 
business management, and trade union organization. A gen- 
erous injection of veterans would be a splendid tonic all 
around. These men who have become familiar with death 
ind destruction where delay and doubt imperil the lives of 
comrades—these men, impatient of unnecessary chatter, will 
insist on action both rapid and effective. This is the attitude 
likely to preserve our freedom and encourage the kind of 
co-operation essential to the prosperity and welfare of all of 
1S, 

Some Basic TrutTHs 

The interaction of individuals possessing different knowl- 
edge and different views is what constitutes the life of 
thought. The growth of reason is a social process based on 
the existence of such differences. 

To “plan” or organize the growth of mind or, for that 
matter, progress in general, is a contradiction in terms. The 
ittempt at such control must sooner or later produce stagna- 
tion of thought and a decline of reason. Individualism is an 
attitude of humility betore the social process and of tolerance 
if other opinions and is the exact opposite of that intellectual 
irrogance which is at the root of the demand for compre- 
hensive direction of the social process. There always has 
been a conflict between progress and security. The conflict, 
however, is not irreconcilable. Indeed the very preservation 


of our economy and of our way of life depend upon this re- 
conciliation. 

Complete economic stability can be obtained only at the 
price of complete regimentation, and this remedy, at least 
to a typical North American, would be worse than the dis- 
ease. 

Perfect social security is obtainable. The formula is 
simple: Pick a place where there is no capital punishment and 
kill a policeman in cold blood. You will achieve food, cloth- 
ing and shelter for the rest of your natural life; you will 
also learn the inescapable truth, that the price of complete 
social security is complete loss of freedom. 

Earning power based on productiveness, not yearning 
power based on dreams is the ultimate test of the individual 
living standard. Plans for social security in the post-war 
period, such as those outlined in the recent White Paper of 
the United Kingdom Government, and those contemplated 
in Canada, depend upon profits for their success. Substantial 
national income is the only safe source of substantial public 
expenditures; taxes cannot be collected unless there is some- 
thing to tax. Our ability to absorb a measure of collectivism 
depends upon the increasing strength and success of our 
enterprise system. 


Bustness, Bic AND LITTLE 


The opponents of Responsible Enterprise try to misrepre- 
sent it as being a “front” for private monopolies and cartels. 
The suggestion is false. Responsible Enterprise has lost no 
opportunity of exposing the baneful effects of cartels and 
private monopolies, incidentally revealing not only their 
German origin, but also the danger of their reappearance in 
suitable disguise after the war. Responsible Enterprise op- 
poses regimentation and bureaucracy under private auspices 
just as much as regimentation and bureaucracy under the 
aegis of government agencies. Indeed, the only thing that is 
worse than state bureaucracy is private bureaucracy. Small 
business is the bulwark of the Responsible Enterprise system. 
Provided that the power that comes with size is not permitted 
to stifle competition and is not permitted in other ways to be 
abused, big businesses can serve the Common Good. Likewise 
big unions can serve the Common Good provided they are not 
permitted to stifle progress or unduly to limit access to jobs 
or in other ways to admit abuses and inefficiency. It is some- 
times argued that monopolies and cartels achieve a praise- 
worthy element of stability. Whatever stability monopoly 
establishes is offset by the stagnation which generally ensues. 
This encourages under-employment. Competitive business is 
essential to the working of our economy and it has to be 
really competitive. 


In CoNCLUSION 


My conclusion therefore, is that the profit motive is not 
inherently anti-social, that it is an expedient, no doubt im- 
perfect as are all human expedients, but one which, if prop- 
erly controlled and properly applied, is indispensable to our 
freedom and general prosperity; I suggest also that, in the 
circumstances and conditions that make up our characteristic 
way of life in Canada—there is no practicable alternative to 
the profit motive, working through the competitive price sys- 
tem, appropriately regulated—no alternative to which the 
objections are not vastly greater than to the profit motive. 

Despite the loss and strain of war, despite the tremendous 
effort being made by Canada—an effort which would have 
been creditable to a nation of twice our population—we face 
a future of unparalleled development if we prove worthy of 
our birthright. The challenge is to high adventure. It will 
require the revival of the qualities of the pioneers—self- 
reliance, courage, intelligence, strength of mind and body, 
and above all—faith. For the great tasks that lie ahead we 
must have enlightened methods and we must have freedom. 
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American Radio after the War 


IMPORTANT AND CHALLENGING FRONTIERS AHEAD 
By Commissioner PAUL A. WALKER of the Federal Communications Commission 


Delivered before the Third Annual Radio Conference, Sponsored by 
Stephens College, Columbia, Missouri, November 18, 1944 


OMMUNICATIONS have come a long way since 

King Agamemnon by means of beacon fires reported 

to his Greek subjects his victory over Troy. Con- 
trast his ancient method of communication with that used to 
report the Invasion of France. In the early hours of last 
June 6, people throughout the world were almost instantly 
informed by means of radio that the campaign of liberation 
had begun. They received dramatic accounts of the vast and 
complex air and amphibious operations from first hand ob- 
servers. It was almost like being at the scene of battle. 

The most remarkable developments in communications 
have come in the past fifty years. In 1887, Heinrich Hertz 
unlocked the secret of the elusive wireless waves. In 1901, 
Marconi proved that these waves could be used as a means 
of communication. By 1912, the Government was making 
definite assignments of frequencies and in 1920, KDKA in 
Pittsburgh went on the air as the first commercial station. 
By 1930, the radio spectrum had been extended and services 
assigned above 50,000 kilocycles. The Federal Communica- 
tions Commission is now considering the problem of assign- 
ing frequencies as high as 30,000,000 kilocycles. 

Today more than 900 standard stations, 46 FM stations 
and 6 television stations are operating in this country. 

We in America can be proud of the rapid development in 
radio in the past half century. You who are here tonight can 
share in that pride. But it is not the past that is of chief con- 
cern to us. It is the future that should engage our major 
attention. We stand on the threshold of awe-inspiring de- 
velopments in the ether. War research and experimentation 
have brought about marvelous technological improvements. 
Once the curtain of secrecy is lifted and materials and man- 
power become available for civilian uses, we shall see a phe- 
nomenal growth in radio services. 

As you know, the Federal Communications Commission 
recently conducted an extensive hearing to secure informa- 
tion and advice for the assignment of frequencies to the 
various classes of non-governmental services. We listened to 
more than 200 experts from industrial, scientific and educa- 
tional fields and received about 5,000 pages of testimony and 
more than 500 exhibits. 1 wish that all of you might have 
been there to hear the informative reports and glowing 
prophecies as to the growth of radio after the war. 

The evidence showed conclusively that Frequency Modu- 
lation broadcasting will expand rapidly. Better able to avoid 
static than standard broadcasting, FM is likely to have a 
stronger appeal generally. Since a number of these stations 
can operate in closer proximity on the same channel without 
objectionable interference than is possible with standard 
stations, can probably be constructed more economically, many 
more localities will be able to have them. This will provide 
a greater access to the microphone among the masses of the 
people. An increase in the number of stations will possibly 
mean a corresponding growth in the number of networks. 

There was considerable testimony at the hearing regarding 
the future of television. It do not believe the average citizen 
is fully aware of the technical progress made in this field in 
the last few years. The television pictures after the war are 
expected to be much better than those prior to Pearl Harbor. 
They are likely to have superior definition, be much 


brighter and larger and may have color as well. With the 
use of mobile television units, it will be possible to send 
pictures of important events from many different places; and 
with the development of networks, large numbers of people 
will be able to view these pictures. 

Add to FM and television the possibilities of facsimile and 
we have a most attractive outlook for communications. The 
transmission of writing, printing, photographs and other 
images is now a well-established art according to experts who 
appeared before the Commission. While we are told there 
are still technical problems to work out, progress is being 
made and we may soon have effective simultaneous transmis- 
sion of sound and facsimile images. 

Out of this development will come new conveniences for 
the American people. By means of facsimile the man in the 
office can receive continuously complete and graphic news re- 
ports to aid him in his business or profession. The rancher in 
Montana who now may wait as long as a week to get his 
newspaper, may get the latest news with pictures directly 
recorded in his home. 

Radio after the war will revolutionize and improve Amer- 
ican industry. Application of high frequency radio to indus- 
trial operations has had a rapid growth in recent years. As 
a means of effective, intensive heating, it is highly useful 
in woodwork, plastic, textile, rubber and chemical industries. 
Experts urge that it will become increasingly important after 
the war as an aid to production. In this connection, problems 
of radiation and interference with communications will call 
for careful study and may necessitate new legislation. 

The telephone industry will make increasing use of radio. 
For example, the Federal Communications Commission re- 
cently approved conditional grants for the American Tele- 
phone and Telegraph Company to construct two experimen- 
tal stations which are to be used as terminal points for a pro- 
posed wide-band, point-to-point radio repeater circuit capable 
of relaying telephone and other types of communication be- 
tween New York and Boston. Similar grants have been 
made to other industries. 

Under the proposed wide bands, many telephone conversa- 
tions can be carried on simultaneously over the same circuit. 
The development of such a system may make possible a con- 
siderable expansion in telephone service at lower costs. 

Another post-war prospect is the use of radio for rural tele- 
phone service. A report of the Federal Communications 
Commission issued this week shows that 3 out of 4 of our 
farms are without telephones. In Missouri, 61 per cent of 
the farms have no telephones; in Kansas the number without 
service is 49 per cent; in Oklahoma the figure is 81.9; in 
Arkansas 94.8; in Texas 86.9; in Illinois 50.5; in Kentucky 
84.2; in Tennessee 86.9; in Iowa 33.4; in Nebraska 56.8; 
in some other states the percentage runs as high as 96 per 
cent. 

So while we recognize that this country has the finest tele- 
phone system in the world, there is still a large portion of our 
people who do not have any service at all. These farmers 
who have done so much on the production front to speed the 
day of victory and will be so essential to our nation after the 
war are entitled to economical telephone service. 

It is significant to note that during the thirties, while in 
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general the telephone industry was expanding tremendously, 
the number of telephones on farms decreased nearly 30 per 
cent. During much of the same time there was a substantial 
increase in the use of electric service on farms. In fact, while 
the number of rural telephones decreased 30 per cent, the 
number of electrified farms increased more than 200 per 
cent. If industrial enterprise with all its resources cannot 
or will not provide telephone facilities at reasonable costs, 
then the millions of farmers in America may well resort to 
their own collective efforts to secure them as they have se- 
cured electricity through the Rural Electrification Adminis- 
tration. 

Could radio be the answer to this problem? Could radio 
meet the economic difficulties which some say is the obstacle 
to the development of land line telephone systems in rural 
communities? Whether or not the use of radio telephony 
is economically feasible for farms in the near future, here is 
i real challenge to the ingenuity and public spirit of Amer- 
ican industry. 

There are other telephone developments which may come 
sooner than most of us realize. It is not visionary to predict 
that in the future television and facsimile may be combined 
with telephony. T'wo people talking long distance may be 
able to see as well as hear each other. Or if we call and fail 
to get an answer, we may, by means of facsimile, convey a 
message which the party called will find at his telephone 
when he returns. These operations are technically possible 
now. Further experimentation may effect economies which 
will bring these services within the reach of us all. 

Another important industry which has begun to use radio 
is the railroad industry. Just recently the Commission held 
a special hearing on the use of radio in railroad operations. 
A wealth of valuable data was received. 

As you well know, we have had an appalling number of 
train wrecks within the past few years. More than 150 
people were killed and more than 300 injured last year on 
one railroad alone. It has been alleged that one of the chief 
causes of these wrecks has been a lack of up-to-date, efficient 
communication facilities. More than 30 years ago, radio 
communication was required for all ships at sea and for more 
than a decade, airplanes have used it for dispatching and 
safety purposes. Yet most of our railroads are still using 
flags, lanterns and other conventional methods. Representa- 
tives of the industry showed a keen interest in the problem 
and the evidence introduced at the hearing clearly showed 
that radio communication from front to back of train, from 
train to train, as well as from train to railway station may 
soon be a reality on many of our railroads. This, along with 
other methods now in use, will definitely contribute to the 
efficiency and safety of train service. 

What I have said in regard to railroads may be applied 
to buses, taxicabs and trucks. The installation of radio com- 
munication on these common carriers will improve service, 
cut down the accident rate on the highways and facilitate 
first aid treatment in cases of emergency. 

This post-war expansion of radio should be financially 
profitable for both industry and labor. In 1937, the total 
broadcast revenue, including networks and independent sta- 
tions, was $114,222,906. In 1943, this figure had leaped to 
$215,317,774, a gain of almost 100 per cent. Net revenue 
from broadcast service in 1937, after all operating expenses 
but before Federal income tax, was $22,566,595. Last year 
it was $66,475,586, almost three times as much. With the 
tremendous expansion of radio after the war there is reason 
to believe that this level of net revenue will be materially 
increased. Some manufacturers are estimating that 5,000,000 
FM receiving sets will be made and sold during the first five 
vears after the war. Some industrialists believe we may have 


as many as 2,000 FM stations operating within that period. 
The fact that there are already 268 applications for FM sta- 
tions on file with the Federal Communications Commission 
tends to confirm this prediction, 

Add to FM broadcasting, the expansion of television and 
facsimile and the prospects for business enterprise in the 
radio field are most encouraging. As I have previously men- 
tioned, television is likely to move fast after the war. Some 
manufacturers are saying that they will be able to sell tele- 
vision receiving sets for as low as $150 and predict that the 
price may drop even below this figure. If this is true, there 
should be a good market for television receivers. 

The faith that industry has in television is evidenced by the 
fact that as of November 15 of this year there were 87 appli- 
cations for commercial television stations on file with the 
Federal Communications Commission. 

Economists tell us that the big post-war problem will be 
maintenance of employment. The choice we face is one of 
high production, full employment and general prosperity or 
low production, widespread unemployment and depression. 
Our production for the past year has run about 200 billion 
dollars. If, after reconversion, our national annual produc- 
tion were to fall as low as 108 billion dollars, which is the 
1939 level with allowance for increase in prices through 
1943, we would have between 12 and 20 million people 
without jobs. This would constitute a serious threat to our 
whole economy and to our political institutions. The expan- 
sion of the electronic field, along with other technological 
advances, will help to provide new enterprise and new jobs. 
This will have a stabilizing effect on our economy. 

Another factor to which I should like to call your attention 
is that a large number of the American people do not re- 
ceive adequate radio service. While no one disputes the fact 
that we have one of the finest radio broadcasting systems in 
the world, the truth is that one-third of the United States 
is still outside the daytime primary service of any station. 
This means that about 10 million or 8 per cent of our 
people are not enjoying the abundance of radio facilities 
which we have. Perhaps technological improvements will 
effect economies that will make it possible for many of the 
isolated communities in the West to have better radio 
service. FM stations which can be set up more economically 
than standard ones may be a partial answer to the problem 
but they will not be the complete answer. If a community 
or section of the country must have a large market for the 
sale of goods advertised on the radio, then many sparsely 
settled areas will not have satisfactory radio service unless 
non-pecuniary as well as profit incentives have a place in 
radio operations. 

There is a fertile field for expansion here in the non- 
commercial side of radio. Public schools and institutions of 
higher learning, adequately supported by public funds, could 
serve a real need, and particularly in those sections where 
private industry has not found it profitable to provide ade- 
quate radio service. 

Educators are manifesting an increasing interest in the 
possibilities of FM broadcasting. Striking evidence is the 
fact that a large number of educators testified before the 
Federal Communications Commission in the recent hearing, 
urging that additional frequencies be assigned for this type 
of broadcasting. 

On July 18 of this year, the Federal Communications 
Commission announced its willingness to give careful con- 
sideration to proposed state-wide plans for the use of educa- 
tional frequencies. It was reported at the hearing that 28 
states are now planning state-wide networks for educational 
FM radio. 

In view of reports from educators who have used FM, 
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there is no question as to its superiority over AM in the edu- 
cational field, if transmitting and receiving installations are 
well constructed. Free from static and possessing high fidel- 
ity, it is ideal for group listening in the class room. Cleve- 
land, Ohio schools, for example, have successfully used FM 
on a city-wide basis. 

Facsimile will be a further aid to educational broadcast- 
ing. We are told that after the war, we may be able to buy 
FM receiving sets equipped with attachments on which 
images are reproduced from the broadcasting studios. This 
may mean the broadcasting of illustrated lectures in the 
fields of music, art, geography, etc. The music teacher in 
the studio may write out the notes for her students to study 
and play. The geography teacher may draw maps as he dis- 
cusses the lesson. The language teacher may not only pro- 
nounce the words but write them as well. The art instructor 
may transmit pictures and drawings to illustrate a lecture. 
The use of these visual aids should greatly enhance the value 
of educational programs and stimulate wider interest in them. 

Envisioning the possibilities of the use of television in the 
American schools of tomorrow, we may see important events 
brought to the class room, the dormitory, and the fraternity 
house. The actual reproduction of class room activities may 
be brought to homes throughout the country. Students may 
see as well as hear outstanding speakers throughout the 
world. This will give impetus to such programs as junior 
and senior town meetings and roundtable discussions. In 
fact, every important phase of life can be brought to the 
class room and correlated with the instructional program. 

I wish to mention briefly some special public services which 
will result from the wider use of radio after the war. With 
the further development of state-wide as well as nation-wide 
police systems which will include facsimile transmissions, we 
may expect more effective detection and apprehension of 
criminals. In the case of fire and other emergency situations, 
much property and many lives will be saved. In the fields of 
journalism, medical science, motion pictures, geophysics and 
others, radio is destined to play an increasingly important 
part and bring new comforts and benefits to the American 
people. 

With new technological developments and improvement 
in radio services, we shall face new problems and responsi- 
bilities after the war. The basic problem will be to make 
radio as well as other communication mechanisms operate in 
the public interest. These new and expanding media can 
effectively serve democracy or they can completely destroy it. 
We have seen in other countries what can happen when the 
press and radio become the instruments of a clique or group 
who uses them for the propayation of one ideology to the 
exclusion of others. With access to the microphone limited 
to a sinister few and the people’s freedom to listen restricted, 
democracy dies and dictatorship triumphs. 

An enlightened public opinion is essential to successful 
democracy. Keep facts and truth from the people, bar the 
free expression of opinion, and you have a situation which 
breeds autocracy and leads to social chaos. As Justice Holmes 
so well stated, the ultimate social good is best reached 
through “free trade in ideas,” and one of the best tests of 
truth is “the power of the thought to get itself accepted in 
the competition of the open market.” We should, therefore, 
“be eternally vigilant against attempts to check the expres- 
sion of opinions that we loathe and believe to be fraught 
with death, unless they so imminently threaten immediate 
interference with the lawful and pressing purposes of the law 
that an immediate check is required to save the country.” 

Fortunately, the framers of our Constitution protected the 
American people from political domination of communication 
media by the Ist Amendment which provides for free speech, 
and this protection is specifically set forth in the Communica- 


tions Act of 1934 which created the Federal Communications 
Commission. Some have had the erroneous impression that 
the Commission has the authority to determine what shall 
or shall not be said on any particular radio program. But to 
those who fear that the government may exercise undue 


power in this regard, I refer them to section 326 of the Act 
which reads: 


“Nothing in this Act shall be understood or construed 
to give the Commission the power of censorship over the 
radio communications or signals transmitted by any radio 
station, and no regulation or condition shall be promul- 
gated or fixed by the Commission which shall interfere 


with the right of free speech by means of radio communi- 
cation.” 


The language of this section is very clear. Congress has 
wisely established a safe-guard which must be respected. 
Should any Commission ever unwittingly violate this pro- 
vision, the courts are available for redress. 

Government control of communications has been success- 
fully avoided in this country. We have also sought to pre- 
vent the undue concentration of power in the hands of pri- 
vate interests. As early as 1937, Congress showed concern 
over the growth of monopoly in the radio field. Representa- 
tive Wigglesworth of Massachusetts, speaking to the House 
in July of that year, said: 

“It appears that we are confronted by a virtual mon- 
opoly in the hands of the three big broadcasting companies 
of the nation. .. It appears that we have failed to elimi- 
nate private ownership or its equivalent in radio channels. 
It appears that we have failed to eliminate undesirable 
traficing in radio licenses, with all the possibilities with 
which we have been familiar in the past in other fields, 
for the capitalization of earnings and profits to the detri- 
ment of the American people. . .” 


The investigation by the Federal Communications Com- 
mission shortly thereafter revealed that of the 660 standard 
broadcast stations operating in 1938, more than half were 
affliated with the major networks. Through contractual 
relations, the networks were controlling and using a large 
percentage of the broadcasting time of outlet stations. While 
the stations were owned by a large number of people they 
were being controlled by a comparatively few. 

Today we have over 900 standard stations and more than 
two-thirds of these are affiliated with one chain or another. 
While we recognize the great value of chain broadcasting 
in a country as large as ours, at the same time we have the 
problem of maintaining a diversification of control that will 
allow greater freedom of choice in programs and greater 
access to the microphone on the part of the people. 

Under our democratic system, the responsibility for de- 
termining what types of programs shall or shall not be 
broadcast rests with the broadcaster. We have been heart- 
ened recently by the fact that station managers generally are 
manifesting an increasing sense of social obligation in this 
regard. It is my earnest hope that this trend will continue, 
and that broadcasters, in providing programs will think in- 
creasingly in terms of the best interests of the community 
and the nation, and loss in terms of private interests who 
may wish to exploit radio for selfish ends. 

Evidence of this growing social consciousness on the part 
of broadcasters is the fact that more attention is being given 
to educational programs than was the case a few years ago. 
Networks as well as local stations are moving in this direc- 
tion. But we need more roundtable discussions and town 
meetings of the air which bring out facts and points of view 
on important public questions. We need more educational 
programs which help the citizen to solve his personal prob- 
lems and discharge his civic responsibilities. We need more 
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objective and accurate news reports which give the listener 
a rational basis upon which to formulate opinion. 

I cannot over-estimate the importance of these needs. If 
democracy is to achieve its maximum effectiveness, we must 
have more of this type of broadcasting. Many crucial prob- 
lems face the American people today. For example, as I 
have mentioned previously, one of the vital questions which 
we must settle in the near future is how best to make the 
change from a war time to a peace time economy. How can 
we effectively maintain production and employment after the 
war so that our democracy will be secure? Our people and 
their political leaders are concerned and the more enlight- 
ened discussion we can have in local and national forums, the 
easier it will be for us to solve this problem. Networks and 
local stations can contribute much by providing plenty of 
time on the air for the broadcast of facts and varying points 
of view on matters of public concern. 

In recent months, I have listened to a number of educa- 
tional programs designed to give the listener a better under- 
standing of democratic processes, to bring out what democ- 
racy really means, and arouse a deeper appreciation among 
our people for the American way of life. We need more of 
such broadcasts. There is no better way to meet the chal- 
lenge of foreign ideologies than a full and open discussion 
of the virtues of democracy. I am not talking about emo- 
tional outbursts but have in mind informative and stimulat- 
ing talks and discussions which appeal to the intellect of the 
people. With four major networks and nearly a thousand 
radio stations in this country, my feeling is that we need to 
tap a great potential here which has been neglected. 

With the new developments in radio, stations should have 
more time during the best hours of the day to sponsor pro- 
grams of local interest. While network broadcasts serve a 
useful need in America, they should not be permitted to 
crowd out those of a local character. It seems reasonable to 
say that a station owes its first obligation to the immediate 
community it serves. I recall that a number of years ago 
when the President of a large state university sought time 
on a commercial station to discuss an educational problem 
about which there was much concern in his state, he was told 
that he would have to broadcast during the late afternoon 
hours because the evening time was taken up with network 
programs. ‘Lhis University president took the time offered 
him but only a small portion of the people in the community 
could listen when he spoke. A situation of this kind is not 
a healthy one. In a nation as large as ours, it is imperative 
that citizens and groups in every community have greater 
access to tee microphone for the discussion and promotion of 

ivic affairs. 1 earnestly feel that more of the best listening 
time could be devoted to local school and church broadcasts. 
More time could be given to local town meetings and round- 
table discussions dealing with such questions as to whether 
a new high school should be built, whether more playgrounds 
should be provided, how the needs of local business enter- 
prise and labor can be met, et cetera. 

Radio stations could give greater attention to improvement 
of community health needs, conservation of natural resources, 
and the stimulation of interest and pride in local tradition 
and institutions. By sponsoring enlightened discusson and 
previding information about such problems, radio can furnish 
a real service to these areas. Broadcasting chains, by per- 

. mitting more network programs to emanate from local com- 
munities could serve a valuable educational purpose. Net- 
work programs originating from various sections of the coun- 
try, featuring the best talent from these areas, can help to 
break down sectional prejudices and contribute to national 
unity. 

Also, there is a real opportunity for radio to bring to the 
American people the finest entertainment in the fields of 


drama, music and the other arts. I believe the American 
people want more of such programs and will respond when 
they are provided. 

Of course, in the last analysis, the achievement of these 
objectives of which I have been speaking calls for the co- 
operation of advertisers and others who financially control 
American radio. Sponsors who insist an deleting material 
which may be of a controversial nature, or who prohibit the 
broadcasting of facts which they think may offend some 
people, or who insist that all of the best morning hours 
should be devoted to soap box operas, defeat the attainment 
of a free and effective radio. 

As to the place of government in the radio picture of the 
future, we can travel one of three roads. First, Management 
can be left free to operate without any public regulation. 
However, few seriously favor such a system of unrestrained 
operation. If for no other reason, the problem of electrical 
interference accentuated by a crowded spectrum would be too 
great to make such a system feasible. 

The second road which seems attractive to some is that 
of public ownership. Most countries have this system and 
private operation in America is the exception rather than the 
rule. But there are dangers in this type of operation. We 
have seen them develop in totalitarian states. It is imperative 
that we keep a free radio if democracy is to endure. I do not 
believe that government ownership would be conducive to a 
free radio any more than I think monopolistic control would 
be conducive to it. When one segment of society, whether it 
be government or industry or some other, is vested with un- 
limited authority over radio, then freedom is threatened and 
democracy suffers. It is diversification and balance of control 
that we want in American radio. 

If we are to have this balance, I believe we must have 
effective government regulation of the radio industry. I 
believe that this is the road we must travel if the interests 
of those who operate radio stations as well as the interests 
of the people are to be served. I believe one of the best 
safe-guards against political control is effective government 
regulation. 

This system I favor operates on the principle that the 
ether and the frequencies belong to the people, that they have 
a right to set the general standards for the use of this ether 
and these frequencies, but grants the privilege of management 
to those persons who have the qualifications and the desire to 
operate in the public interest, and to give worthwhile public 
service. 

To be effective, this system must have managers who are 
more than dollar-minded—who want radio to bring the maxi- 
mum social benefits. And it must have regulators who are 
democratic in outlook and who are intensely devoted to the 
public interest. 

In conclusion, let me state that radio has come a long way 
as an important mechanism of democratic society. Yet there 
are important and challenging frontiers ahead. New techno- 
logical developments in communications may well revolu- 
tionize the world—bring a richer and fuller life to us all. 

We face difficult problems in the immediate future. There 
is the problem of assigning frequencies so that all important 
radio services may operate. There is the continuing question 
of how we can make radio increasingly contribute to the 
culture and education of our pepole. Not only is this im- 
portant to America but it is important to other nations. In 
my opinion, no single thing will contribute more to interna- 
tional understanding and peace than a free flow of intelli- 
gence throughout the world. Beyond this episode of battling 
races and an impoverished earth, we see an ever-expanding 
radio which we hope will bring nations closer together and 
all humanity nearer to the Christian goal of peace on earth 
and good will toward men. 
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HERE’S nothing new or original about my subject. 

We've been engaged in the business of preserving 

private enterprise in this country for the past three 
hundred years—ever since the Pilgrims started a little 
private enterprise of their own down on Cape Cod. 

But in recent years something has gone loose. We hear 
questions about the permanence of this system; so that all 
over this country there are groups of anxious people, meet- 
ing publicly and privately, formally and informally; and the 
object of their anxiety is our system of private enterprise. 
Is it going to survive or perish? Are they holding clinics 
or “wakes”? 

I am going to assume that this meeting is a clinic, not 
a ‘“wake’’; partly because one can be more academic at a 
clinic than he can be at a “wake”. And at the risk of seem- 
ing academic, | want to promulgate a Law that has had 
much to do with the survival of Private Enterprise in this 
country. 

Some times the successive expansions of governmental ac- 
tivity that have taken place in recent years have seemed to 
be purely political, opportunistic, and haphazard. But under- 
neath the politics and opportunism there is a Law, which, 
if it does not govern, at least conditions this process of 
governmental expansion. We may formulate it somewhat 
as follows. 

In the United States and in other nations which have 
some form of constitutional government, we have rarely, if 
ever, witnessed a transfer of functions from the field of 
purely individual activity to that of government activity. 
There is always an intervening stage, during which the prob- 
lem hangs in suspension, and during which public opinion 
makes up its mind one way or the other. 

This is the stage in which certain activities are institution- 
alized. When these activities become too large or important 
or complex to be performed by individuals acting separately, 
we develop social and economic institutions to perform them, 
such as the great banking and investment institutions that 
long ago replaced the process of individual borrowing and 
lending. 

Now the significant thing is that the question of govern- 
ment activity has rarely, if ever, been precipitated, until 
a function has passed up and out of the field of purely indi- 
vidual activity into that of institutional activity and control. 
Then the choice is made. But it is a choice, not between 
individual activity, on the one hand, and governmental, 
on the other. It is a choice between institutions—private, 
on the one hand, and public, on the other; and that choice 
is invariably made on the basis of the public’s appraisal of 
the two types of institution. 

That appraisal hasn’t always resulted in favor of Govern- 
ment. In the early days of our Republic, the American 
people decided that private religious institutions afforded 
safer spiritual guidance than a governmentally established 
church; and they have never reversed that decision. 

But I should like to offer three illustrations of the opera- 


tion of this law: one, a field in which the process has been 
completed; one which is now in suspense; and one which 
may be precipitated in the future. 

The first is the field of public education. In frontier 
and early colonial days, education was a purely individual 
activity. Parents taught their children to read and write. 
Families got a maiden aunt to instruct a group of small 
children. The village parson held catechism classes; future 
statesmen “read law” in a neighbor’s office; and incipient 
physicians learned their trade from the village barber. 

But the inadequacy of this type of education was soon 
realized, and educational “institutions” developed. It 
happened that most of these were established and maintained 
by the churches and religious denominations, for the train- 
ing of ministers of the gospel and for the purpose of “instill- 
ing precepts of morality” in their various communities—a 
purpose which modern education has sometimes lost sight of. 

Early in the last century, however, a widespread feeling 
developed that these educational institutions were inade- 
quate. Their traditional curricula were not suited to 
America; and the cost of private schools meant that large 
segments of the population were deprived of the opportunity 
for any formal education. Out of this feeling developed 
a bitter conflict between the adherents of private and public 
education, a conflict which lasted for half a century and 
resulted finally in the choice of public agencies for the pro- 
vision of elementary and secondary education in this coun- 
try. But the choice was not between individual activity, 
on one hand, and governmental activity, on the other. It 
was a choice between two types of institutional activity, 
private and public. 

My second illustration is the field of banking and invest- 
ment. In this field individual activities were long ago re- 
placed by the development of highly organized banking and 
investment institutions—great banking houses, whose opera- 
tions were sometimes more widespread and powerful than 
governments themselves. In recent years there has de- 
veloped some skepticism on the part of the public with re- 
gard to the adequacy and wisdom of these financial insti- 
tutions and their ability to cope with the complex demands 
of modern society. 

So, under the shadow of this public skepticism, we have 
seen the mushroom growth of a score or more of govern- 
ment credit institutions—half-a-dozen in the field of hous- 
ing, nine or ten in the field of agricultural credit, the R.F.C. 
and other specialized financial institutions; and now we are 
threatened with the establishment of a great international 
government bank, with power to control the course of inter- 
national trade and to direct the fields of foreign investment. 

Here the American people will again make a choice be- 
tween two sets of institutions, private and public. The 
responsibility for guiding this choice rests primarily with the 
managements of our existing banks and financial institutions. 
Their only prophylactic will consist in demonstrating their 
abilitv to meet the needs of the time. If they can demon- 
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strate this clearly and promptly, the menace of government 
banking will disappear. 

My third illustration I mention with some misgiving, 
ecause it involves the most sacred institution we have, that 
of the family. But its sacredness will not preserve it; for 
in modern times even the family is not immune to the 
pragmatic test of results. 

We hear a great dea! about the failure of the home, the 
disintegration of the family, about juvenile delinquency and 
rime. We are told by social writers that we are bring- 
ing up a generation of “coke-fed’’, jitter-bugging youngsters 
who will stand in line from four o'clock in the afternoon 
till the next morning to hear Sinatra. 

Now I have a firm faith in the survival of the American 
family. But its survival will be insured, if insured at 
all, not by denouncing the Fascist or Socialist or other 
methods of rearing children, but by demonstrating the vital- 
ity of the institution of home and family—its ability to rear 
children with a background of sound morality, with worthy 
concepts of life, and with a sense of responsibility that will 
make them intelligent and useful citizens—more intelligent 
in some respects, we hope, than their Dads and Moms have 
been. If we succeed in doing this, American public opinion 
will still choose private rather than public institutions in 
this field. 

Now I have stated what I have called this Law in the 
evolution of spheres of public activity and have cited these 
illustrations of its operation, in order to make its applica- 
tion to your problem here. And I can make that applica- 
tion very briefly. 

In the first place, if there is one thing that stands out in 
the results of these surveys by the National Physicians Com- 
mittee, it is the fact that provision against the economic 
hazards of sickness and disability is no longer an individual 
ictivity. This field is, if you will pardon the academic 
phraseology again, in the process of being institutionalized. 
The American people demand that institutions of greater 
scope, resources, and technical knowledge than they indi- 
vidually possess shall be developed to carry this responsibility. 

The reasons for this are obvious enough. The phe- 
nominal growth of medical science; the development of 
hospitals, specialized institutions, and medical and surgical 
mechanisms, which have added to the cost of medical service; 
the congestion of population in urban and industrial com- 
munities which has made the presence of communicable ill- 
1esses a menace to the whole community; and finally the 
constant menace, in modern industrial society, of loss of 
employment and income through causes over which we indi- 
vidually have no control. 


These are the conditions under which here again we have 
an area evolving out of the field of purely individual activity 
into the field of institutional responsibility. The statistics 
which Dr. Robinson threw on the screen this morning are 
the handwriting on the wall. I’m only the Daniel trying 
to interpret the writing. But my job is an easy one, for 
anyone can read that handwriting. It means that you no 
longer have a choice between individual activity and govern- 
mental activity. That choice has vanished. Your choice, 
the choice which the American people will be in process of 
making over the next few years, is a choice between two 
types of institutional responsibility, private and public. 

Fortunately, over past years private initiative and fore- 
sight have been evolving a type of institutional mechanism 
which appears to be capable of assuming this responsibility. 
I refer to the various types of group insurance and group 
plans for providing medical care or meeting the cost of 
such care. These have now passed beyond the experimental 
stage. The surveys of the Committee indicate the practi- 
cal effectiveness of plans that have been in operation for 
years past. And while these plans, even if fully developed 
throughout the field of industry, will not cover the entire 
area of medical need, they will cover such a large segment 
of it that what is left will not constitute any social or 
political problem. 

Furthermore, the surveys made by the National Physi- 
cians Committee indicate clearly that now is a peculiarly 
favorable time for the extension of these plans. These sur- 
veys indicate that the great majority of the American peo- 
ple believe in private enterprise; that they have a profound 
respect and goodwill for the medical profession; and that 
they are favorably inclined toward the further extension 
of those plans. The problem is to develop them adequately 
enough and promptly enough to demonstrate their capacity 
to meet this new responsibility without recourse to govern- 
ment action, 

In other words, you are facing a problem which has al- 
ready been precipitated, and which, parenthetically, would 
have been precipitated regardless of party or administration 
in power and regardless of political philosophy at Washing- 
ington—if there is any. This is the problem of evolving 
some type of institutions to carry a responsibility which peo- 
ple feel that individually they can no longer carry. The 
only question is whether these shall be public or private 
institutions; and our only defense against encroaching 
Government activity will consist in taking constructive ac- 
tion which will demonstrate the ability of Private Enter- 
prise to meet its responsibility and thereby insure its own 
survival. 


Morality of Public Servants 


RESPONSIBILITY RESTS WITH THE PEOPLE 
By GEORGE E. STRINGFELLOW, Vice President, Thomas A. Edison, Inc., West 
Orange, N. J., and President of the Kiwanis Club, New York City 


Delivered before the Rotary Club of New York City, October 19, 1944 


ECAUSE a large body of our citizens seems to feel 

that the moral and ethical laws which apply to busi- 

ness and professional men and women, do not apply 

to politicians, the character of our public servants is lower 
than it otherwise would be. 

Webster defines politics in the positive sense, as “the 

science and art of government; the science of dealing with 


the organization, regulation and administration of the busi- 
ness of a state, in both its internal and external affairs.” 
In the negative sense, Webster defines politics as a “dishonest 
management, to secure the success of political candidates or 
parties.” It is in the latter category that the public places 
a large percentage of our public officials. 

When our public servants deliberately mis-state a case, 
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it is often justified by calling it “politics.” | When they 
“run out” on their promises—public or private—they are 
apparently forgiven when it is identified with “politics.” 
When the politician accepts bribes, this too is countenanced 
when identified with “politics.” 

A judge, who was recently elevated to the office of at- 
torney general, in recommending that the Governor appoint 
his law partner to succeed him on the bench, brazenly said, 
“IT admit he’s pretty dumb,” (meaning his law partner) 
“but we've got to find a job for him.” The Governor 
nominated his attorney general’s law partner for the high 
judge-ship. There was so much political patronage behind 
it, the Senate confirmed the Governor’s nominee as quickly 
as greased lightning. 

This word “politics” has come to denote an excuse—or 
justification—by our public servants, for almost every con- 
ceivable impropriety. 

Negative politicians are often so brilliant—yet so corrupt 
—that like rotten mackerels in the moonlight, they both 
shine and stink. The negative politician thinks only of 
the next election; while the statesman thinks of the next 
generation. The negative politician works and schemes 
for the success of his party; the statesman for that of his 
country. 

As election day approaches, these negative politicians pro- 
claim their virtues, make promises which they never intend 
to keep, and which they hope the public will soon forget. 
They invent high-sounding catch-phrases, designed to mis- 
lead and deceive the voters. 

Members of Rotary and Kiwanis Clubs do not have to 
be reminded that business or professional men who conduct 
their affairs like the negative politicians, soon find them- 
selves: 

1. Without friends 
2. Without associates 
3. Without customers, clients or patients 
4. Without credit 
and finally 
5. Without hope. 


They are rightly shunned by society. 


We should demand of our public servants a moral and 
ethical standard as high as that which we exact of our busi- 
ness and professional men and women. 

What is so important to us is that politics affect every 
phase of our lives, every minute of our lives. 

Our standards of living, 
Our taxes, 

Our wages and salaries, 
The condition of our cities 


—every condition of life is affected by politics. Yet we 
often accept—without protest—moral and ethical standards 
in public officials, which we reject in others. 

In this country—where men and women are still free 
to choose for themselves the kind of officials who make and 
enforce the rules by which we live, there can be no excuse 
for our selecting a single second-rater. The only explana- 
tion I can think of for this laxity, is that we have lost our 
sense of values and direction—that we have grown unmind- 
ful of our civic responsibilities. _ When a nation accepts 
a low moral and ethical standard for its public servants, its 
people soon become soft and degenerate. 

I have presented a very ugly picture, but it is a true one 
—wholly unexaggerated. It is true in every part of the 
country—in all political parties. It is true, only because 
the people permit it to exist. The fault is not primarily 


in the cheap and conniving politicians who gain control of 
our civic machinery. The fault—and the responsibility— 
lie with the great body of our citizens—like those who com- 
prise the membership of service clubs—who, knowing what 
they face, do nothing to correct it. 

We should regard a person who takes no part in public 
affairs, not as harmless—but as a useless character. 

I speak to you in this Kiwanian and Rotary fellowship 
in utter frankness, because 1 am convinced that we can 
admirably serve the whole American people if we—of our 
far-flung and highly respected organizations—reject the 
double standard in our public servants as we have in our 
personal, family and business life. 

We can make of ourselves a nucleus for its elimination 
by entire communities throughout the land, if we refuse to 
be dominated by political bosses, and recognize that we can 
never elect better candidates than we nominate. 

Good government begins in the primaries, where candi- 
dates are nominated. If we nominate the right kind of 
candidates, without regard to party label—and elect them 
in the subsequent election—positive, capable public servants 
will invariably be the result. 

Our organizations can aid in setting up a standard for 
public servants and the youth of America, which will be 
acceptable to all who are desirous of decent and efficient 
government. 

In recent years we have been too willing to accept expedi- 
ents for principles. Expedients are for the hour, and prin- 
ciples for the ages. Always vote for a principle. 

“Wise is the man in public life,” said that good friend of 
our clubs, Senator Albert W. Hawkes of New Jersey, “who 
realizes that by discharging his duty thoroughly and well, 
subordinating his personal desires to principles, and personal 
ambitions to exalted love of country—he will not only re- 
ceive the endorsement of the people but—what is more im- 
portant—he will deserve it.” 

If all of our public servants were as unselfish and as 
far-seeing as Senator Hawkes, and placed the welfare of 
their constituents above their own, there would be no such 
thing in this country today as: 

1. Machine politics 
2. Political bosses, and 
3. Pressure groups. 


It must be clear to every thinking person that our govern- 
ment will never be any better than you—and millions of 
others like you—help to make it. It will be as bad, as in- 
efficient and as corrupt, as you—and millions of others like 
you—permit it to be. 

Those who have the welfare of the nation at heart can- 
not afford to be apathetic or cynical. They must come out 
of their cellars of silent submission into the open space of 
free political discussion. This is where they belong, and 
where they can best serve—and save—the greatest system 
of government ever conceivd by man. 

“Our government,” said Calvin Coolidge, “is a govern- 
ment of political parties under the guiding influence of pub- 
lic opinion.” 

What can our organizations do to create public opinion? 

Let us consider these figures: Only 15% of the reg- 
istered voters, on the average, take part in primary elections. 

Approximately 10% of the registered voters are controlled 
by political machines; and what is more important is that 
these machine voters always vote. In addition, they see 
that their relatives and friends vote for the machine can- 
didates. | What is still more important is that the voters 
who follow the dictates of their own consciences, outnumber 
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the machine-controlled vote by ten to one, if they take part 
in the primary elections, register, and vote on election day. 
Mr. William Feather, writing in “The Atlantic Month- 
ly,” said: “Believe it or not, there are only 250,000 in the 
whole United States whose opinions are important in matters 
of grave concern. As these people go, so go the others. 
The thinking of these people starts the ball rolling—it never 
rolls until they start it.” 
As you know, there are over 300,000 Rotarians and Ki- 


Postwar Taxation and Its Effect 


PROBLEM NOT SOLVED BY WISHFUL DREAMING 


wanians in the United States of America—all men of influ- 
ence in their respective communities. By arithmetic, the 
solution seems simple. 

Members of Rotary and Kiwanis, I believe this is a great 
challenge to our organizations today. Let us use this power 
to influence public opinion in the nomination and election 
of honest and efficient statesmen, regardless of party label. 
Then—and only then—will we have, and will we be en- 
titled to have, honest and efficient government. 


By RANDOLPH PAUL, of Lord, Day & Lord, New York City 
Delivered before the Taxation and Price Division of the New York Chapter of the American Statistical Association, 


OTHING is so pleasing to a speaker as to be in- 

vited back. A return engagement is a kind of a 
badge of previous good behavior. When we last 
met together in 1942, we talked about some of the taxation 
and economic problems engendered by the war. We were 
then still feeling our way along as a nation at war. Now 
we are grown old in the experience of this war and we 
have gone a long way in solving our wartime problems. 
Tonight, however, you have challenged me with the harder 
task of projecting the discussion into the longed-for peace- 
time period, the boundaries of which and many of the com- 
ponents of which are still unknown. And I have accepted 
the challenge. 

Our subject is “Postwar Taxation and Its Effects.” 
Since I am only one of four speakers, and since I have no 
seven-league boots, I shall have to limit myself to a small 
part of the vast territory covered by that title. I shall dis- 
cuss postwar taxation, but I shall place my emphasis upon 
its effects in the corporate area. 

Everyone is interested in future corporate taxes, though 
the reasons for this interest vary in different quarters. 
About 500,000 corporations are interested for the good and 
immediate reason that they are subject to these taxes. 
These corporations are owned by nearly 10 million stock- 
holders. ‘These stockholders at least think that they bear 
the burden of the taxes paid by their corporations, though 
eminent authorities assert that it is the wage earners and 
consumers who pay. Others are less directly, but no less 
surely, interested in corporate taxes because they know that 
a heavy tax load is inevitable and that if the corporations 
do not pay, they will. All this adds up to widespread pub- 
lic interest. 

At the risk of being a prophet without honor, I shall ven- 
ture, before the end of the war, to guess the future of 
corporate taxation. At this early date my guess can at 
best be only slightly educated. | We do not know how long 
the war will last, either in Europe or the Pacific. We can- 
not now know what the postwar international economic 
structure will be, or what political trends will be current, 
either here or abroad, in the postwar future. We cannot 
at this time foresee what defense and other necessities will 
confront us when the war ends. Even with national se- 
curity assured by an international organization to enforce 
peace, some economic philosophies would support greater 
governmental responsibilities—and expenses—than would 
be undertaken if more conventional philosophies were ac- 
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cepted. These are some of the imponderables which lie ahead. 
These and other uncertainties bear directly upon the future 
of corporate taxation in two ways. They will determine 
(1) the size of the postwar budget, and (2) the level of 
postwar national income. 

Estimates of the federal postwar budget are now running 
to figures that would have sent chills down the spines of the 
most daring spenders of the thirties. Mr. Houston’s Twin 
Cities plan contemplates a budget of $15 to $21 billion, 
not including social security and debt retirement. So does 
the Ruml-Sonne plan. The CED plan has a budget of 
from $16 to $18 billion. Others have given us various es- 
timates. The late Wendell Willkie spoke of a budget of 
$20 billion or more. Professor Harley L. Lutz has esti- 
mated $14 to $i5 billion. | He seems to be the low bidder 
among postwar tax architects. 

Postwar budget guessing is a hazardous enterprise. The 
cost of our military establishments, benefits to veterans, 
and public works expenditures, are particularly unpredict- 
able. | Requirements of the Armed Forces after the war 
may vary over a wide range, depending on military events 
and international relations. It is almost impossible to fore- 
cast expenditures for veterans, which may well include dis- 
missal pay and bonus payments. Expenditures for aid to 
agriculture, for foreign investment, and for relief may vary 
greatly. About the only budget items which can be pro- 
jected with any accuracy are the ordinary costs of govern- 
ment and interest on the national debt. Even the latter 
will depend upon the length of the war. 

At this point I am going to take the bull by the horns 
and give you my own budget forecast. I dare to say that 
we shall never again see a federal budget below $20 billion; 
and I am inclined to believe that our postwar budgets will 
average $25 billion. This figure may be too high; if it 
is, I shall be agreeably surprised. But I prefer agreeable 
surprise to disagreeable shock. A realist always hopes for 
the best, but prepares for the worst. It is much safer than 
preparing for the best and being unready for the worst. 

Published prophecies as to our postwar national income 
cover a wide range. I suppose the leading prophecy is 
that of Mr. S. Morris Livingston in “Markets After the 
War,” published by the Department of Commerce. Mr. Liv- 
ingston’s estimate is $134 billion at 1942 prices. Dr. Golden- 
weiser and Mr. Hagen prophesy $142 billion at 1943 prices. 
Considering the differences in 1942 and 1943 price levels, 
these estimates are about the same. The Ruml-Sonne and 
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CED plans are premised on a national income of $140 bil- 
lion at 1943 prices. The Twin Cities plan uses a figure of 
$120 billion at 1942 prices; this amounts to about $125 bil- 
lion at 1943 prices. Mr. Joseph Mayer, on the basis of his 
‘underlying assumptions,” thinks the national income in 1947 
will be “in the neighborhood of $123 billion,” which, in his 
opinion, is only approximately 17 per cent below the actual 
1943 level. Mr. Willkie has stated that the national income 
“should never fall below $120 billion at 1942 prices.” Vice 
President Wallace has said that “we have to have full em- 
ployment and an expanding economy to carry our debt load 
easily ;” this, in Mr. Wallace’s view, would mean “$170 bil- 
lion in terms of total goods and services.” Mr. Wallace was 
referring to gross national product (the total amount of 
goods and services produced), which makes his estimate 
comparable to Mr. Livingston’s forecast. He goes on to say: 
“If we go up to $200 billion, as we can go, we could carry 
the debt load that much more easily.’ 

Some of the current optimism as to postwar national in- 
come is based upon the high volume of liquid savings which 
will be available for spending after the war, and the pent-up 
demand for consumer goods. But we cannot know in advance 
how 130 million people will spend their savings or, indeed, 
whether they will spend the bulk of them on consumption 
goods when these goods are again available. Most people 
made bad guesses about the spending pattern which would 
govern the high income of the war period. Furthermore, we 
know neither how these savings are distributed among income 
groups nor what proportion of them is held by the high in- 
come groups, which rarely spend all of their income. I am 
strongly inclined to doubt whether there will be any postwar 
spending spree. 

I am not qualified to make any estimate of postwar na- 
tional income, but I can say that even the lowest of the 
estimates I have quoted calls for the stabilization of a boom. 
It means production, without the Government as a war 
customer, at a rate three times that of 1933, 70 per cent 
higher than that of 1940, and only a little less than that 
of 1943. This implies the conversion of almost all of our 
war production to civilian production. It assumes full em- 
ployment, which means at least 56 million jobs at sufficient 
pay to buy the goods and services produced by workers in 
those jobs. In fact, national income is the result rather than 
the cause of full employment. The high estimates of national 
income are nothing more than projections of the effect of 
full employment upon the economy. 

If we realistically contemplate a drop in plane production 
to about 5 per cent of its present level, a shrinkage of the 
shipbuilding industry to about 10 per cent, and if we re- 
member that the machine tool industry is now operating at 
ten times the rate of any year of peace, the synthetic rubber 
factories at a considerably greater rate than in peacetime, and 
the steel industry at about 90 million tons, we begin to real- 
ize the magnitude of our assumption that national income 
will be as high as $140 billion. All the employees displaced 
after the war from these industries and from the production 
of aluminum, magnesium, and other non-ferrous metals, will 
have to find jobs in peace industries. So will about 9 million 
returning soldiers. I should like to see more discussion of how 
this miracle is to happen, and less bland assumption that it 
will happen. 

Our unpreparedness for the postwar period extends into 
tax theory. So far our thinking has not faced the perhaps 
insoluble dilemma confronting us. Everyone wants the high- 
est possible amount of consumption and investment. Certain 
taxes, such as payroll taxes, excise taxes, and lower bracket 
income taxes, reduce consumption. We should reduce these 


taxes if we wish to increase consumption. High bracket in- 
come taxes and estate taxes do not significantly affect con- 
sumption. But these taxes may discourage investment; it 
is therefore argued that they should be reduced. A disquiet- 
ing question might be asked in parenthesis: Why did invest- 
ment almost completely disappear in the early Thirties after 
several years of low taxes? But I am not debating; I 
sincerely want to meet this issue at a more basic level. We 
must get taxes somewhere, and we shall have to decide the 
question whether our approach to postwar taxation should 
favor consumption or investment. This latent ambiguity 
lurks in almoct all current discussion of the subject. 

Nor do those who urge that income taxes are a deterrent 
to investment all agree as to the point in our economic sys- 
tem at which investment decisions are made. Are they made 
primarily at the level of the corporation executive whose 
foremost concern is corporate profits, or are they made at 
the level of the individual investor who is interested in his 
own income? If we think that these decisions are made 
primarily by the corporate executive, we should move to 
solve our problem in the field of business taxes. If we think 
that these decisions are made principally by the individual 
investor, we should move to solve our problem in the field 
of the individual income tax. At the present time we do not 
know which way io move. 

If we assume that we should be primarily concerned with 
investment decisions of the individual income recipient, we 
should still have to decide upon the income ranges which 
could be expected to furnish the main source of investment 
funds. This we do not know now. Is it the recipients of 
incomes under $50,000, or the recipients of incomes between 
$50,000 and $100,000, or the recipients of still larger in- 
comes? At the moment we have no adequate analysis of the 
income ranges which are most strategic from the investment 
point of view. 

We are also without sufficient knowledge of the incidence 
of corporation taxes. Mr. Ruml, Mr. Sonne, and the Com- 
mittee for Economic Development, contend that these taxes 
are shifted to consumers and wage earners as well as stock- 


holders. Their argument is against the corporate tax be- 
cause: (1) it reduces corporate investment by lowering 
yields; (2) it takes away vital and enormous funds which 


would otherwise be used to raise wages or lower prices; and 
(3) it results in double taxation of the shareholder’s divi- 
dend income. Points (1) and (3) are good only to the extent 
that the corporation tax falls upon corporate profits, and 
point (2) only to the extent that the tax is shifted. The 
three arguments, it should be noted, do not apply simul- 
taneously. 

If corporate taxes are shifted to consumers they become, 
in fact, excise taxes or concealed sales taxes, although they 
are perhaps a less efficient instrument than a direct sales tax. 
To the extent that they are shifted to wage earners in the 
form of reduced wages they have a tendency to reduce con- 
sumer expenditures. To the extent that they are shifted to 
the owners of capital, they represent additional personal in- 
come taxes. The traditional economic view is in the direc- 
tion that these taxes are not shifted. But certainly consid- 
erable respect should be given to the views of Mr. Ruml 
and others who contend that the real incidence of these taxes 
is On wage earners and consumers. At any rate, the formula- 
tion of a sound postwar tax plan depends upon the answer 
to this vexed question. 

On one item of postwar corporate taxation there is almost 
complete agreement. It is that the excess profits tax should 
go. This tax may be advisable for the transition period, but 
for the long pull it is peculiarly inappropriate. Mr. Blough, 
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of the Treasury, has said that the tax has a "short life ex- 
pectancy.” The only open question is the date on which re- 
peal should take effect. Mr. Harold Groves has suggested 
repeal at the close of hostilities, with provision for the repeal 
“to take effect later.” This may be a wise compromise. 

The elimination of the excess profits tax will leave us with 
about $31 billion of revenue with taxes at present levels and 
a national income of $140 billion. We can continue in terri- 
tory of fairly general agreement by assuming: (1) a con- 
siderable reduction of excise taxes; (2) the repeal of the 3 
per cent normal tax; and (3) the repeal of the capital-stock 
and declared-value excess-profits taxes. 

Besides being politically popular, the reduction of the ex- 
cise taxes will give a valuable stimulus to purchasing power, 
as will also the repeal of the 3 per cent normal tax. The 
capital-stock and declared-value excess-profits taxes have 
been justly condemned in almost every quarter. Recently 
Mr. Blough suggested that these taxes be “simplified in the 
manner urged by the Treasury for some years and unani- 
mously concurred in by business—namely, repeal.” These 
three changes will reduce to $25 billion the yield of $31 
billion which would come from our present system without 
the excess-profits tax. 

Now we begin to walk on quicksand. If our budget stays 
as low as $20 billion, we still have left $5 billion of possible 
reduction, assuming no amortization of the national debt. 
If our budget should be $25 billion, we have no room for 
further reduction if we would balance the budget. If our 
budget should exceed $25 billion, we are in the red. Bear in 
mind that we are assuming a top postwar national income 
of $140 billion. If our national income should drop to $120 
billion, we are almost in the red with a $20 billion budget. 
This is without allowance for any relief expenditures, 
which would probably be necessary at this level of national 
income, and would certainly be necessary if the national 
income dropped any lower. 

Assuming the most favorable possible postwar financial 
picture, and no debt retirement, there is a possible $5 billion 
tax reduction. A 5-point drop in the first bracket of the 
surtax would involve a loss of revenue of nearly $3 billion 
at the $140 billion level of national income. This would 
leave only about $2 billion for corporate tax reduction— 
enough perhaps to reduce the rate 10 per cent, from 40 to 30 
per cent, or to allow for the exemption of dividends from 
coroprate tax with a tax on undistributed profits at 40 per 
cent. This, I should say, was the ultimate in corporate 
tax reduction. 

This outlook is not so dismal as may first appear. With 
national income at the $140 billion level, corporate profits 
should reach $18 billion. Even with no reduction beyond the 
elimination of the excess profits tax, this will leave $11 bil- 
lion of corporate profits after taxes. I need hardly add that 
this amount exceeds anything in corporate tax history, even 
including the war years. A reduction in corporate taxes of 
$2 billion would leave $13 billion in corporate profits after 
taxes, 

I wish we could think that we had solved our problem by 
keeping our budget at $20 billion and our national income at 
$140 billion. Unfortunately, this is not so. We have to take 
account of the problem of balancing savings and investment. 
The savings habit is in the blood-stream of the American 
people. As children they were taught that saving was a 
virtue. As workers they are paying Social Security taxes to 
provide a nest egg for their old age. As citizens they are salt- 
ing money in War Bonds—nearly $12 billion worth in 1943. 
Even in the year 1932, with national income at only $40 bil- 
lion, individual savings amounted to $2.6 billion, or 6% per- 


cent of national income. Lately, because of lack of civilian 
goods and services, and a wartime sense of restraint, savings 
have been going on at the rate of about 22 per cent of 
national income—$17.6 billion for the first half of 1944. It 
does not seem reasonable to assume that individual income 
recipients will save less than $25 billion out of a national 
income of $140 billion. With this amount of individual 
savings, how shall we achieve a balance between savings and 
investment? How shall we make it possible for total savings 
to flow into enterprise directly or indirectly by way of in- 
vestments? In other words, how shall we absorb annual 
savings in new capital formation? 

In no sense do I wish to imply that we have arrived at a 
mature economy. Please understand that. I am optimistic 
about the future. I see many hopeful factors. But there is 
a difference between a mature economy and a mature ap- 
proach to economic problems. In approaching this phase of 
our problem we have to take experience into account. His- 
tory, including the year 1941, shows us no record of busi- 
ness investment sufficient to balance savings at the level of 
income which will reflect full employment in the postwar 
period. To do our job we shall have to break records. 

To some of you I may have sounded somewhat pessimistic 
this evening. I hope that I will not be misunderstood. In 
spite of the taint of Government experience, I am not a 
tired defeatist. I believe in the future of America. I think 
we can lick our problems. But what we need to lick them is 
intelligent confidence which faces obstacles—not empty, 
vacant optimism looking in the other direction. It is the 
people who are afraid of a $25 billion budget who do not 
believe in America. They, and those who blandly assume 
a high national income while doing nothing to achieve full 
employment, will be the real defeatists of the postwar period. 
The problem of postwar taxation will not be solved by wish- 
ful dreaming. It will be solved only if we bear the “fire in 
our bellies,” which, in Justice Holmes’ words, will “survive 
and transfigure the hard facts.” 
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